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 A Beginner’s Guide to Day Trading: Discover How to Be a Day Trading King 
 
      
 
   
  
 

 Description 
 
    Day trading is often a misunderstood investment, but it can be one of the best if you want to make money now, rather than waiting for the long term. You will work in the stock market, but instead of making a purchase and holding onto a stock for months and even years, the day trader will make purchases and sales of the same stock, all in one day. It is an exciting investment opportunity, but it is important to learn some strategies to get the most out of your investment. 
 
    Inside this guidebook, we are going to learn the steps for success in day trading. Some of the topics we will explore include: 
 
      
 
    
    	 The basics of day trading 
 
    	 The rules for success 
 
    	 How to complete a key analysis to master day trading 
 
    	 Further analysis on how to succeed at day trading 
 
    	 Additional day trading strategies 
 
    	 The best platforms for day traders 
 
   
 
      
 
    When you are ready to put your money to work with a great investment opportunity that provides you with an income each day, day trading is the answer for you. Check out this guidebook and learn everything that you need to know to get started in day trading.  
 
    


 
   
  
 

 Introduction 
 
    Congratulations on downloading your personal copy of A Beginner’s Guide to Day Trading: Discover How to Be a Day Trading King. Thank you for doing so. 
 
      
 
    The following chapters will discuss some of the many things that you should know to get started with day trading. Day trading can be a great way to make money from purchasing and selling your stocks all in one day. We will discuss some of the basics of day trading, as well as many of the different strategies that you can use, such as a fundamental analysis and a technical analysis, to make sure that you see success in this investment.  
 
      
 
    There are many different options with day trading and if you work on your research ahead of time, it is easy to make a good income. Day trading has gotten a bad name because many beginners turn it into a gamble, taking on more risks than necessary and losing out on everything. But a true day trader will do the research, weigh the risks, and make decisions that limit their losses.  
 
      
 
    When you are ready to learn the different aspects of day trading and how to make this investment work, check out this guidebook and learn all about day trading for your needs.  
 
      
 
    There are plenty of books on this subject on the market, thanks again for choosing this one! Every effort was made to ensure it is full of as much useful information as possible. Please enjoy! 
 
    


 
   
  
 

 Chapter 1: The Basics of Day Trading 
 
    Investing your money is a smart financial move to help your income grow without having to put in more hours in the office each day. There are quite a few investment options that you can choose to go with depending on your interests, amount of time available, and how much money you would like to earn. Some investors like the idea of placing their money into a retirement plan and keeping it safe there. Some investors like being in the real estate market and owning property to make their money. Investing comes in many shapes and forms and the trick is finding the option that works for you.  
 
      
 
    But an option that many investors miss out on because they simply don’t know about it is working on day trading. This is a form of investing in the stock market, but rather than holding onto a stock for a few years or longer, you will make your purchases as well as your sales all in the same day. This requires a good understanding of the stock market, the trends that are going on in the economy, and understand how quickly the market can turn in just a day.  
 
      
 
    With your day trading, you will need to pick out the stocks you want to purchase, make the purchase, and then sell them by the end of the day to make a profit. There are a few different strategies that go with this and often they make just small profits per each one, but when you add these together over a few days, you are going to see some results of huge profits for you. Some traders choose to borrow money in order to take advantage of some of the smaller price movements in the market, but you should be careful with this in the beginning.  
 
      
 
    Before you make a purchase, you need to understand the market well enough to know that there will be an increase in the value of the stock during that day. While most stocks stay fairly steady over the years, slowly going up a little bit over the long term, there are quite a few fluctuations that can occur in that stock from day to day. This is where the day trader will be able to make their money. They can take the variations that occur in a stock during the day and predict where it will go before making the purchase and hopefully seeing a profit.  
 
      
 
    The main idea with day trading is that you will be able to enter the market at the beginning of the day, looking for a stock that has a low price. After a bit of research on this stock, which you have probably been doing for a bit beforehand anyway, you will expect that the price of that stock will go up by the end of the day at the latest. With the right plan in place ahead of time, you will purchase that stock at the low price and then by the end of the day sell it for a higher price to make your profit.  
 
      
 
    There are many factors that come into play concerning the amount of profit that you will make. The amount that you paid for the stock, how high the stock goes during that day, and whether you released the stock before prices started falling again will all determine how much you are able to make. When it comes to day trading, you often will not make a big profit on individual stocks because of the brevity of your trading. But when you make many trades throughout the day and do this each day, you can start to make a good income with day trading.  
 
      
 
    As a beginner, it is important to realize that day trading can be a great way to make a profit in the stock market relatively quickly, but it is also possible to lose some money in the stock market as well. This is a risky investment because the time period is so short in day trading and often this results in inconsistencies and issues with watching the trends. Over time, you will become more familiar with the charts and tables for the stock market and you will be able to make better predictions.  
 
      
 
    The next question that many beginners have is what they are able to purchase and sell in day trading. The good news, you will be able to trade in anything that you want on the stock market. Many people stick with equity stocks because of all the options that come with them, but you could branch out to other components if you wish for day trading. Even penny stocks can be useful, but most beginners stay away from this because there aren’t that many buyers and sellers, which makes it hard to do the trading in one day.  
 
      
 
    One niche that is popular with day trading is currencies through Forex. This specialty will need some research and knowledge of the market, but it can work well since there is a high volatility and liquidity for these options. If you do trade in currencies, make sure that you keep updated on the various currency exchanges; just a little shift in one could cause shifts in other currencies as well.  
 
      
 
    These are a few of the niches that are popular with more experienced day traders, but as a beginner, it is best to stick with the stock market. The stock market poses the lowest risk and you will be able to pull up a lot of charts and details to help you make accurate predictions. The liquidity is also there so you shouldn't have issues with purchasing and selling the stocks that you want to trade that way and since the stock market is full of options that stay on a consistent pattern, you can really start to see which ones will work for you. 
 
      
 
    The benefits of day trading 
 
    Day trading is a great investment option that you can choose when first starting out. Whether you decide to do this on the side to learn the ropes and make your money grow, or you are looking to turn this into a full-time income, there are options for everyone who would like to get started. 
 
      
 
    The first benefit of day trading is that you will not have to worry about overnight risks. Many other stock market investments have issues with what can happen to the stock overnight. This can be especially true if you work on stocks in other countries, or ones that rely on these other countries, because a lot can change in that time. When you choose day trading, you will be able to make all of your purchases and all of the sales in one day, finishing up before you go to bed that night. As a day trader, you are not going to be concerned about what happens to the market that night. Worst case scenario, you just take a day off from trading if the market goes way south and you don’t see it going back up.  
 
      
 
    Many traders like day trading because it provides them with a lot of options. You are able to pick from working on the stock market to picking options, to work on securities, and even working with different currencies if you would like. As the trader, you need to decide which market you are most comfortable working in before starting. 
 
      
 
    The options for the strategies you are able to use provide a lot of variety in day trading. Each trader has their own strategy in this game and many times more than one strategy is going to work to bring you money. It is your responsibility to learn more about the strategies, which we will discuss in more detail later, and then stick with the one you choose. As you get more familiar with a strategy, t will become easier to recognize the stocks and options that fit with it, and you will see your income grow.  
 
      
 
    If you are a trader who likes to research your options and likes to make sound decisions based on this research, day trading will be the right option for you. This means that to see success, you need to make sure you think logically about your choices, rather than letting your emotions get in the way. For those who let their emotions get in the way of their decisions, it is best to pick another option because day trading is not going to work well for you. But if you are willing to research a plan and stick with that no matter what the market does, you will come out on top.  
 
      
 
    As a day trader, you are going to appreciate the high profits you can earn in a short amount of time. Once you get into your rhythm and learn how to work with day trading, you will find that this investment can make you a lot of money in a relatively short amount of time. If you are successful, you can make your profits in just one day, much faster than you are able to do with pretty much any other investment.  
 
      
 
    What some people don’t understand about day trading, which s why many of them don’t get into this market, is that you actually have some control over the amount of risk that you are taking. This trading option does have some risks, but if you pick out a good strategy, learn how to keep the emotions out of it, and make sound decisions, you will find that you control a lot of your risks with this investment.  
 
      
 
    Being ready for quick decisions 
 
    In order to see success with day trading, you need to be able to work fast inside of the market. You will be making your purchases and your sales of the stock within one day. You don’t get the benefit of holding onto the stocks and riding out the market for the long term like in other investments, so your decisions need to be quick. You have to recognize the daily trends and when a stock will go up and down within just a few hours, and this can be risky and tough for some people to work with.  
 
      
 
    If you are someone who likes to hold onto stocks for some time, or you aren’t good at making decisions quickly, the day trading investment is not the right one for you. While you can take some time to look over the different stocks and get used to the graphs and the different aspects of your chosen stocks, you will need to be able to make the purchase and know when to let it go all in the same day. For some people, this can be too stressful to handle and they will want to pick out an option that gives them longer term results.  
 
      
 
    Personality traits for day trading 
 
    Before you decide to look at day trading, you need to make sure that you have the right personality type. There are some people who will do amazing at day trading because they are able to do research, avoid the emotions, and just make sound decisions. On the other hand, there are some people who are too emotional, can’t make quick decisions, and are just not that great at working in this kind of investment. Some of the personality traits that are needed to see success in day trading include: 
 
      
 
    
    	 Not ruled by your emotions: as a day trader, you must make sure that you are not allowing your decisions to be controlled by your emotions. If you allow the emotions to come into play, you can end up holding onto stocks that are losing you money, picking out the wrong stocks, and just doing poorly overall on your investment. You must be someone who is levelheaded before being able to work on day trading and actually see success.  
 
   
 
      
 
    
    	 Willing to take some risks: day trading is pretty risky to get into. You are able to reduce some of the risks that you are taking, but since you are required to purchase and sell the stocks all in one day, the risk factor is going to be higher compared to some of the longer-term investments that you can work within the stock market. While long-term investments allow you to ride the ups and downs of the market, but day trading is over such a short time that you will have to be really good at guessing the trends because if they go down, it is unlikely to be enough time to go back up.   
 
   
 
      
 
    
    	 Good at recognizing trends in the market: if you look at the charts for a particular company and you are not able to see some of the trends over time, this is not the right option for you to get into. Unless there are some big changes in the company, most stocks will have some trends that you can use to help make your decisions.  
 
   
 
      
 
    
    	 Willing to research and read the news: It is impossible to be successful if you just pick a stock and hope it works out. Successful day traders are able to get started in this market because they research what they are doing. They are very familiar with the trends for their stock and know exactly when to make the purchases and when to sell them. They also take some time each day to read through the local, national, and even international news to see if any changes will occur in the market that could affect their stocks.  
 
   
 
      
 
    Day trading is not an investment that works for everyone. Some people will find a lot of success with this investment, and others will not be able to make it work. But if you have some of the personality traits from above, and you are sure to find that day trading is the perfect investment option for you.  
 
      
 
    Understanding your goals for day trading 
 
    Before we get into the day trading game, it is important to understand some of your goals. There are many different reasons that investors choose to go with day trading, but your reason is going to help you to make your decisions. Keep in mind that there is a level of risk that comes with day trading and depending on where you are in life, and what you would like to accomplish with day trading, you may make different decisions.  
 
      
 
    For example, if you are in your 20s and just starting out, you may be willing to take more risks. You have time left to work on your retirement or to try some of the other investment options if day trading doesn’t work out for you so you will take some of the bigger risks. But, if you are in your late 50s, you may want to work on putting money on your retirement rather than losing it all so close to this time, and so the risks that you take with day trading may be lower.  
 
      
 
    Understanding where you are in life and what you would like to do with your investment will help you to decide what stocks to purchase, how much you would like to make from this investment, and much more. Either way, you still need to work on doing your research and learning about the market ahead of time to ensure you get the best results inside this investment.  
 
      
 
    Understanding how you react to different situations is also going to be important when you work on day trading. Some people are more inclined to doing well with day trading because they are able to research the options, think through their decisions, and will stick with their plans no matter what. They understand when the market is going down and won’t go back up, and they know when it is time to pull out of the game, even if they are losing money. They can cut their losses, making it easier to do well later on, rather than holding onto a dying stock and losing even more money.   
 
      
 
    If you are able to stay with this kind of mindset while trading, day trading can be a great option for you to choose. But, if you are someone who is controlled by their emotions, someone who will hold onto a stock as it rises, just to see it lose money rather than stick with the plan, or someone who holds out hope that the stock will go back up rather than cutting your losses, day trading is not something that you should consider.  
 
      
 
    Day trading can be a great way to earn some money while investing in the stock market. Instead of waiting for years to get your income like traditional investing, day trading allows you a way to earn money each day. You will need to spend some time researching and coming up with a good strategy to pick the right stocks, but with some practice, you will make a good profit on your day trading endeavors.  
 
    


 
   
  
 

 Chapter 2: What are the Rules of Success? 
 
    Now that we know a bit more about day trading, it is time to learn a few rules that will lead us to success. This is an exciting time, but learning the right steps to ensure success can help even the beginner to do a great job. You will find that day trading can be completely different compared to some of the other investments that you choose because all the work happens within a single day. You won’t have a lot of time to ride the ups and downs of the system, so understanding the market ahead of time can make a big difference.  
 
      
 
    If you have decided that day trading is the option for you to make money from an investment, there are a couple rules that beginners can follow in order to help them to avoid mistakes and do well with this option. Some of the rules that day traders can use to actually earn money from the beginning, rather than hoping it will all work well and losing out, includes: 
 
      
 
    Understand the three E’s: 
 
    The three E’s of day trading include enter, exit, and escape. Before you even enter the market, you need to have a plan prepared. This plan needs to include an enter price, a price that the stock should be at before you are willing to make a purchase. Then it needs to have an exit price, or the price that the stock will reach and you will sell, no matter what happens during the rest of the day. Having an exit strategy can be helpful as well in case the price starts to drop so that you can limit your losses. 
 
      
 
    Having this plan in place will help you to make as much as possible, without missing out when the market goes back down. When you set these points, make sure that you stick with these. As a beginner, you may let your emotions get in the way of smart decisions, but if you set up this plan and stick with it, it is much easier to make money with day trading.  
 
      
 
    Wait to trade 
 
    When making your trades, you should wait to make purchases until after the market opens. There are a lot of changes that occur during the first fifteen to twenty minutes in the stock market and it is hard to predict how the market will play out. Wait for a few minutes at least and then make your purchase when things level out a little bit. Once you see that the craziness of the first few minutes fades out, you can make a purchase knowing that the trends you have studied will be in play. 
 
      
 
    It is tempting to get into the market right when it opens, but there is a lot of fluctuation that occurs here and a position that looked good at opening can quickly change. It is only fifteen minutes to wait, so why not just enjoy that cup of coffee a bit longer and then go in and do your trading after that time occurs.   
 
      
 
    Avoid the margin 
 
    As a beginner, you may be tempted to use the margin to help increase your profits in day trading. When you are using the margin, it is basically like taking out a loan from the brokerage firm. You can take out this money to pay for part of the investment or all of it, but this can lead to some big problems for the beginner. Some experts will use the margin to help them increase their potential returns, but for beginners, it is best to never spend more money than you can afford to lose. If you end up using the margin and the trade goes against you, you are going to end up losing twice as much. It is a huge risk for a beginner who is not used to the market and until you perfect your strategy if ever, you shouldn't use the margin. 
 
      
 
    When you first get started with day trading, you should stick with just using your own money to make the trades. It can be dangerous to borrow money from the brokerage firm, they are mostly offering it in the hopes of making extra money, and just use the money that you have available and are willing to lose.  
 
      
 
    The best thing you can do for day trading is to only spend money that you have readily available. This may mean that you have to start small with just a few trades or you will need to save up for a bit in order to reach this point, but it is always for the best. Betting more money than you have can make day trading into a gamble and using the margin means that you could lose out on twice as much money when it is all said and done. Protect your investment and only use the money that you are able to use.  
 
      
 
    Set up your plan for selling 
 
    Most investors are going to just think about entering in the stock market, but they forget to come up with a strategy for selling their stocks. But if you want to make a profit, you have to sell the stock at some point. Without a good strategy, you will find that you will miss out on some of the profits you could make, and you may even hold onto the stock too long and lose a lot of money in the process.  
 
      
 
    When you enter the market, determine when you would like to get out of the market. How much profit is good for you before you exit the market? It is not a good idea to ride out the market because while some people are lucky and can get out at a higher profit, many times the market turns suddenly, and you may lose out or make a lower profit. Decide what exit point you would like to meet, and then sell when you reach that point, regardless of whether the stock continues to go up or not.  
 
      
 
    Take notes along the way 
 
    As a beginner, things are going to be pretty new to you and you may need to try out a few different options before finding the path that helps you. But if you are trying out different things, working in different markets, and more, it is easy to forget what works and what doesn't over time. It is a good idea to write down some of your strategies over time so you can look back at them when needed. You will honestly learn more from your mistakes than from your successes, but this is how you grow your profit in day trading.  
 
      
 
    When you first start with day trading, make sure to purchase a small journal and then take a few notes about all of the trades that you work on. Even if t was a small trade, a trade that went really well, one that went poorly, or one that didn’t really do much, it is important to write down the details. You never know when a new trade comes up and you can use the notes that you wrote down earlier to help you become successful.  
 
      
 
    Try practicing 
 
    Practicing how day trading works is a good way to gain confidence in the investment and to try out a few different strategies It can also help you to see f you are really cut out to do day trading or if you should try out a different method of investing before you lose out on a lot of money. Many brokerage firms have trial accounts that let you input your own numbers to experiment with so you can try it out.  
 
      
 
    Whether you think you need it or not, try out the trial account. Choose realistic numbers to start out with so you can see how much you would really earn or lose in day trading. For example, if you plan to put in $10,000 to start, it doesn’t make much sense to experiment with $100,000 in the trial account. Take this part seriously so you can see how you would actually do when playing with real money.  
 
      
 
    Pick out reputable sources 
 
    When it comes to day trading, you want to make sure you are picking out sources that give you accurate and timely information. You have a lot riding on this information and it would be a shame to pick out the wrong stocks or sell at the wrong time because your sources were not all that great. It is important to look for how your sources will benefit from your actions. Some sources simply want you to make a purchase because it helps them make a profit, but then will dump you as soon as they sell to you. Learn how to follow some of your own judgment and you will make the right choices.  
 
      
 
    Be prepared to cut your losses 
 
    Most beginners are excited to get into the stock market and start earning money from day trading. And with some good research and picking out a good strategy, you can make profits from this option. But you also need to be ready to lose money as well. There are times when the stock that you choose isn’t going to do so well, and learning how to cut your losses can make the difference between losing a little bit of money, and losing a lot of money. Some beginners are so desperate to make money in day trading that they will continue to hold onto the stock while the price keeps plummeting.  
 
      
 
    Before you purchase a stock, decide when you will exit the game. Once the stock reaches that low point, you sell, regardless of it being a loss or the potential for it to go back up later on. Yes, there is the possibility of the stock going up, but you can always repurchase and try again. But if you held on to that stock hoping the market would go back up, you could end up losing a lot of money in the process.  
 
      
 
    Learning how the day trading market works does take some time and effort. Beginners need to have a good understanding of how the market works and you should be able to pick out the right strategy that will help you to make the most profit. No matter where you are in your journey of day trading investing, make sure to follow some of these simple rules and you will see success.  
 
      
 
    Common mistakes to avoid 
 
    In addition to following some of the rules listed above, it is important to understand the common mistakes most beginners run into when they start day trading. Some of these mistakes are pretty obvious, but when you are in the trade and trying to make a profit, you may find that it is easier to make these mistakes than not. Some of the most common mistakes to avoid in day trading include: 
 
      
 
    
    	 Lack of preparation: day trading is not a form of gambling unless you aren't prepared. You can't win in this investment simply with luck on your side. When you win, it is because you took the time to plan out your strategy and to think out your moves. Beginners need to educate themselves about day trading, look through the information that is available to them, and learn how to make informed decisions if they want to make a profit. 
 
   
 
      
 
    
    	 Not using all the tools available: day trading does require some tools to help the trader be successful. You should consider adding many of them to your strategy to get the best results. Some of the tools that you can include are educational resources, charts and graphs, trading software, and brokers. Without some of these tools to help you out, you will find that it is hard to trade.  
 
   
 
      
 
    
    	 Keep it small: many beginners are tempted to go big when they get into this investment. They want to make a lot of money right away. But this is not the proper way to be successful in day trading over the long term. This kind of go big attitude turns our investment into more of a gamble, which also makes it more likely that you will lose money as well. It is just fine to look for smaller profits in day trading because this helps to reduce your risks. 
 
   
 
      
 
    
    	 Averaging down: this is a mistake that could take a small loss, and turn it into a big one that will ruin your whole account. Sometimes t is tempting to think that since a stock is considered cheap at $5, it is an even better deal when it reaches $4. But using this method means that you are basically choosing a stock that is at a losing position. It is best to not pick this stock in the first place because it is likely to go to a lower price soon, and if you already own the stock, it is time to cut your losses.  
 
   
 
      
 
    
    	 Holding onto the stock too long: it can be hard to lose in day trading, but holding onto a stock for too long results in really big losses. If you have a plan for cutting your losses, you may still lose a little bit of money, but it helps you to look at the market logically and not hold onto a stock so long that you lose your whole portfolio.  
 
   
 
      
 
    
    	 Avoid vengeance trading: this is a common mistake that many investors get into and it can cause you to have to leave day trading pretty quickly. With this one, you may have just lost out on $600 on one particular trade, but you will go and search for a trade that is of equal value in order to make that money back. It is always a good idea to look for new trades that will help you earn a profit, but if you are just choosing stocks because they could potentially bring that loss back to you, you will end up losing more in the long run.  
 
   
 
      
 
    Day trading is hard enough on its own. You have to balance a lot of plates and make decisions quickly in order to make the purchases and the sales all in one day. Make sure to avoid some of the common mistakes listed above to ensure you are not inadvertently costing yourself a lot of money in trades.  
 
    


 
   
  
 

 Chapter 3: A Key Analysis On How to Master Day Trading 
 
      
 
    So now that we know a bit about the basics of day trading, it is time to learn some of the strategies that you can use to help make your trades profitable. A technical analysis is one of the best strategies to use in day trading because it allows you to take many different aspects of the stock into consideration before making the purchase. Unlike some of the other strategies, the technical analysis is not going to have you look at the stock or all the fundamentals because you are really just holding onto this stock for a day or less, so these don't matter as much. 
 
      
 
    The short-term trades in day trading is what makes this a different type of investment compared to some others in the stock market. You aren't going to worry so much about how solid the company is because you are just worried about how it will behave today. If the stock ends up going downhill after today, you can always look for another option. In day trading, there are a few things that you will need to understand and watch out for to help you to pick out the right stocks including: 
 
      
 
    
    	 Volatility: to see success, you need to see that the market is moving and that the price of your stocks is not stuck in one place. If you look at the price of the stock and see that it doesn’t have fluctuations in the price, it is not a good one to invest in. Preferably, you will want to find a stock that starts out at a low price point but will go up during the day so you can increase your profits. When looking at the charts for a particular stock, you want to see it go up and down in some sort of pattern; this pattern will help you to determine when you should enter and when you should sell the stock.  
 
   
 
      
 
    
    	 Liquidity: not only are you looking for the price of the stock to move throughout the day, you need to make sure that there is enough trading volume of the stock for it to be worth your time. Nothing is worse than getting a stock and making the investment, just to find out that no one else is interested in the stock and you are stuck with it. Look for a stock that not only has a pattern with the price point but will also provide you with enough buyers and sellers so you can leave the market when you want. 
 
   
 
      
 
    The parts of a technical analysis 
 
    To start a technical analysis, there are a few factors that will come into play to help you see success. Learning these parts and understanding how they work will help you to pick the right stocks and earn a profit as well. The main parts of a technical analysis include: 
 
      
 
    Volatility 
 
    So the first thing we want to look for when working on a technical analysis is the volatility of the stock. You will notice when looking at the stock market that there are plenty of shares that are traded in the various markets, and these trading decisions are going to be made by investors and traders, all of which are going to try and keep their own interests in the forefront without really caring about how others do in the market.  
 
      
 
    If the prices of the stocks are moving around, this means that there are many investors who are purchasing and selling the stock. This is good news for the day trader because you have a better chance of finding options that can be profitable for you. You may notice that when big events go on with a company, the volatility of that stock will change as well and this can help you to earn more if you can make the purchase before prices go up; this is why watching the news and trends in the market can be very beneficial to you.  
 
      
 
    As a beginner, it is important to learn how to recognize the signs of volatility inside the market and see the patterns that happen. This will help you to understand when there is a lot of movement in a particular stock and can make it so you get in when the prices are low and sell when they are high. 
 
      
 
    Liquidity 
 
    When you hear the word liquidity inside the stock market, you most likely hear it when people talk about how much trading is going on with your stock. Since day traders are working on a limited amount of time to make their purchases and their sales, they don’t want to end up in a situation where they aren’t able to find someone to purchase their stocks later on. A market that is liquid is considered good because it provides the investor with opportunities to make some good purchases while also allowing them to find a buyer later on whether the market goes up or down.  
 
      
 
    As you get into this investment, you will start to notice that there are some markets that aren’t liquid. In these markets, you will find that it is hard to purchase stocks and it is almost impossible to sell them later on, especially when you only have a few hours to do both. Without the opportunity to make purchases and sales, it is hard to make a profit in day trading so it is important to stay out of these markets altogether.  
 
      
 
    Pivot points, resistance, and support 
 
    All of these are points that you should know about to make a technical analysis. They are all mathematical equations that can take the recent performance of your chosen stock and will help you to see if they are good to work with. The first one is the pivot point and to work with this one, you will need to get information from the closing from the day before; specifically, you need to find the high, low, and the close from the previous day. Then you are able to use this formula to come up with the pivot point: 
 
      
 
    (high + low + close)/3  
 
    Remember that you are able to get this information from the previous day. Using the pivot point can be a great way to start because they reflect the different trading levels that are the most recent and when you take a look at them, you will be able to notice whether some shifts are on the way. Or example, if you notice that the stock is going higher than your pivot point, your closing is most likely going to end up higher than the previous day, as long as something drastic doesn’t happen during the day. If you notice that the stock prices are lower than the pivot point, the closing will end up lower than the previous day.  
 
      
 
    Now that we understand a bit about the pivot points, you are able to use this information in order to figure out the resistance levels and the support levels. The formulas that you need to find out these points include: 
 
      
 
    S1 = (P * 2) – High 
 
    S2 = (P * 2) – (High – Low) 
 
    R1 = (P * 2) – Low 
 
    R2 = P – (High – Low) 
 
      
 
    The resistance level is basically the price that the stock will not go above for at least that day because it is too high. If a stock does go above the resistance level, this is called a breakout and usually, there was a big event that caused this to happen that the numbers would not show at all. The support level is the level that the stock will not go below, and it follows the same idea as the resistance level. In most cases, as long as external events stay the same, the stock is going to remain pretty consistent. 
 
      
 
    When trying to figure out the resistance level, you will not only need to use the formulas above, you will also need to bring out some of the charts and graphs and look at the history of your chosen stock over the past few months. For example, if you are looking at these charts and you notice that the stock never seems to go above $30, but it gets close, over that time period, this is probably your resistance level. For some reason, investors are willing to hold onto the stock until it reaches about $30, but then they sell it off. Unless some dramatic changes occur, the stock will not get above this amount, and this would be the place where you would want to sell the stock to make your profit. 
 
      
 
    This is just a part of your strategy, though. You now know where you would like to sell the stock based on the history of the stock and its resistance level, but when should you purchase the stock to get the biggest return on investment. This is where the support level will come into play. 
 
      
 
    When working on the support level, you ae looking at the point on the graph that shows how low the stock will go. When looking at the formulas that are above and the charts for the stock, you will notice that over a few months, the stock doesn't seem to go below a certain level. For some reason, other investors feel that when the stock reaches the support level, it has become a good value and they will start purchasing again. You would want to purchase the stock as close to the support level as possible to help you to make the biggest profit. 
 
      
 
    This helps you to come up with the strategy that you want to use. You will want to purchase the stock when it gets close to the support level so you can get the best deal on this stock. Then when you notice the stock is getting close to the resistance level, you will want to sell the stock before the price goes back down. Say that the support level is $10 for the stock and the resistance is $30; you would want to try to purchase the stocks for the $10 and sell them for as close to the $30 as possible, making a $20 profit on each stock in the process. 
 
      
 
    Many people like to use the technical analysis to help them make decisions on which stocks to purchase. You have some great formulas to work with and even the history of the stock to back up your decisions. You do need to keep track of the news and any shifts in the company as well because these can cause dramatic shifts in the stock that go away from the history that is in the charts, but for many stocks that remain steady, this is a great way to get started because the numbers stay pretty consistent and it is easier for beginners to get started with. It is not the only method to use, but it is pretty secure for making at least a little profit each day in day trading.  
 
    


 
   
  
 

 Chapter 4: Further Analysis On How To Succeed At Day Trading 
 
    While the technical analysis is a good option for beginners to get started with, there are other options that you are able to use in order to help you to make smart decisions in day trading. The next one that we will talk about is the fundamental analysis because it will look at a few more aspects of the stock other than the up and down movements that occur on the charts. With the fundamental analysis, we are going to take a look at some of the specifics of the company rather than just what is on a chart. For example, the fundamental analysis would look at things like the revenue versus the debt, how strong the company is, brand recognition, and more about the company. It helps you to see if the company is in a good place in the market based on how the company is organized and run.  
 
      
 
    In this chapter, we are going to take a look at some of the aspects that are needed to perform a fundamental analysis. It is going to rely less on the charts and graphs that were used in the technical analysis, but t looks at some specific aspects of the company to ensure that it is being managed properly to see a return on investment. 
 
      
 
    Fundamental analysis 
 
    A fundamental analysis can be another method to help you pick the stocks that you want to trade with and even when to enter and exit the market. Some people choose to work with just a fundamental analysis and others will combine this with the technical analysis we discussed a bit earlier. When we use a fundamental analysis inside of the stock market, we are focusing on some of the underlying factors that can affect how the company runs and how it will react in the future. It is possible to use this type of analysis regardless of whether you are talking about the industry or the economy. It is often a term that can be used in order to refer to the wellbeing of the stock inside the economy, not just a look at the price movements of the stock.  
 
      
 
    There are a few questions that day traders should ask that concern the company you want to trade in when using the fundamental analysis. These questions include: 
 
      
 
    
    	 Is the company seeing a growth in revenue? 
 
    	 Is the company able to bring in some kind of profit and if they are, how much profit do they bring in.  
 
    	 Can you tell if the company is in a position that is strong enough to beat out their competition, both now and in the future? 
 
    	 Is there potentially any issues with the company being able to repay their debts? 
 
    	 Is there any potential within with the management and are they behaving in an ethical manner? 
 
   
 
      
 
    These questions may seem simple, but they will actually require you to do some research on any company that you want to purchase stocks from. While there are a few questions that you asked above, it all boils down to one main question: is this a good company that is strong and has stock that you are able to trust?  
 
      
 
    A fundamental analysis is going to consider two different factors to help you make your decisions. First, we are going to look at the quantitative information or the information that you are able to measure out in numerical terms. Fundamental analysis will also require qualitative research, or the character or the quality of something, such as the quality of a company, rather than how big or small the company may be. 
 
      
 
    When working on your trades, you will find that quantitative information is most often used because it allows you to look at a lot of numbers. These numbers will give you insight into how the company is doing and if they are performing in a manner that can make you some money. For example, if you look at the financial statements of the business, you will be able to find the quantitative data about that company.  But, if you are looking for some of the qualitative features of that same company, it is going to be a bit harder to find. This information would include things like the name recognition of the company and who runs the company, both of which can be harder to rate.  
 
      
 
    It is possible to find companies that have both high qualitative and quantitative features at the same time. For example, when we look at the Coca-Cola company, we will notice that it meets both of these categories. This company as a great financial sheet, where they are able to pay off their bills and still bring in a high revenue. In addition, this company also has a good reputation, one that people know about and trust. Even though this company does have a combination of both features, it is often not a good one to use for day trading because the stock is already close to its peak, without really reaching a low point, but it shows how both categories can come together.  
 
      
 
    It is possible to combine together the fundamental analysis with the technical analysis. There are some things that are missing from both of these analyses, but combining them together can help you to fill in the gaps and makes it easier to get the results that you want. For example, you wouldn't want to pick out a company just because it does well with the fundamental analysis. The company may be good, but if it has already reached its peak, it is unlikely that you can make money from this option. Of course, you could also miss out if you avoid a company that has been stagnant for a bit of time, but has good name recognition and will have some big news released soon that changes where the stocks go. Combining the two analysis together will help you to make the decisions that are needed to pick out good stocks for day trading.  
 
      
 
    The trick with working inside of day trading is to learn how to put both the technical analysis and the fundamental analysis together. When both of these tools work together, they can give you more confidence on the stocks that you pick and with some practice, you will be able to make a great income from day trading.  
 
      
 
    Gambling and Speculation 
 
    One area that some new traders get confused about when starting day trading is how it differs from speculation and gambling. For one, if you work on day trading the right way, you can actually make money. It is not about chance like gambling is, day trading is more about careful planning and research to pick out the best stocks that will earn you a profit.  
 
    One of the main differences that you can see between speculation and investing is the risks that are taken for the trade. With day trading, you get to choose the amount of risk that you would like to take and the amount you choose will directly correlate with the amount that you can make. Most beginners will start with a low-risk option to learn the game and then when they get more familiar with it, they can increase the risk. The more risks that you take on, the more your day trading can become like a gamble because the risk will become so high that you lose control. 
 
      
 
    In speculation, you will choose to trade on all of the high-risk options, sometimes they don't even spend time looking over charts or determining which process is the best one for them to go with. They will see that a stock has a high reward attached with it and will just choose to trade on that one. If you are correct, you will make a huge amount of profit, but since the risk is so high, you are more likely to loose out big when you speculate, which is why the high-risk options in day trading become like gambling. 
 
      
 
    Most day traders are not going to work in this way. They understand that they could make higher profits from some of the higher risk stocks, but they are also conscious of the fact that they could lose a lot of money as well. They are more comfortable with being in control of their investments so they will choose lower risk options that may yield a lower return but makes it more likely they will at least get something back from the trade. 
 
      
 
    No matter what strategy you pick for day trading, you must make sure that you are thinking like an investor, not a gambler. When you think about the stock market as a gambler, you are more likely to take risks that are not necessary, allow your emotions to get into the mix, and end up losing a lot of money in the process. But when you think about the stock market as an investment, you are more likely to think your decisions through and you will gather the information that is needed to actually make some money. The gamblers are the ones who give day trading a bad name because they do end up failing and losing a ton of money in the process. But when you act like an investor with day trading, you are sure to see your income grow.  
 
      
 
    Learning how to do the right kind of analysis, either the technical analysis or the fundamental analysis, you are going to learn how to understand the market and how it works, and you will be able to use this information in order to get the most out of all trades. As you learn how the market is going to work, you may make a few bad trades in the process (something that even professional investors see happen on occasion). But over time you will get pretty good at reading the market and you can make the right decisions, with the right amount of risk that you are comfortable with, in order to find success with day trading. 


 
   
  
 

 Chapter 5: Additional Day Trading Strategies 
 
    The technical analysis and the fundamental analysis are great places to start when it comes to working in day trading, but you also need to work on a good strategy to make sure you are picking the stocks that work the best for you. There are actually quite a few different strategies that will work in day trading, but it is important to understand how they work because all of them work a little bit differently. They can all be successful so you simply need to pick the one that works the best for you and then stick with it.  
 
      
 
    It is sometimes tempting to skip around from one strategy to another when you first start out because you are uncertain about how all of them work or you are uncertain about how each one will work. But you need to pick just one strategy, learn how to use it properly, and then stick with it so that you can see success. Here we are going to talk about some of the best day trading strategies that you can use and while they don't guarantee success every time when used properly, they can increase your chances of getting a good return on investment from your day trading endeavors. 
 
      
 
    News trading 
 
    One strategy that is pretty successful in day trading is called news trading. With this strategy, you are able to predict some big changes that will happen in the stock market, or for a particular stock, before others can catch on to the news. When this strategy is successful, you are able to purchase the stocks that you would like before the news is released, usually at a lower price. Then when the news breaks, you will be able to sell the stock at a higher price so you can make a good profit.  
 
      
 
    This strategy is going to require you to do quite a bit of research ahead of time. You need to be able to read the news and recognize some signs in different stocks to tell when a big change will occur to change the value. You will find that some of the news is going to help increase how much the stock is worth. You would want to purchase the stock before the news breaks so you can get it for a low price and then when the news comes out, you can sell the stock when the price goes up. On the other side of things, it is also possible to read the news and realize when a stock is about to go down in price. If you already own the stock, you would want to sell it quickly before you lose out or you would want to avoid purchasing this stock at all since the price is likely to go down. 
 
      
 
    Range trading 
 
    [image:  ] 
 
      
 
    Another strategy that can help beginners make some money in day trading is known as range trading. With this strategy, you are able to identify the overbought and oversold areas for the stock. For this one, you need to be able to look at the support and the resistant areas. This is the one that you will want to work on if you notice that there are a few markets that end up meandering, or in markets that there seems to be a lot of up and down in the market, but you aren’t able to find a trend or a pattern that goes with them.  
 
      
 
    Pairs trading 
 
    [image: Image result for pairs trading charts] 
 
      
 
    Many beginners like to work with the strategy that is called pairs trading. This strategy helps you to remain neutral in the market and it can match together a short position with a long position so you reduce your risks and can make some good money in the process. When you are a pairs trader, you are going to look for some weaknesses to occur in the market before going long on a stock that is underperforming and then going short on the stock that is over performing. This will effectively close up the position so when the gap closes back up, the market gets back to normal and you are able to make a profit from these positions.  
 
      
 
    You will find that the profit you are able to get from pairs strategy is going to come from the difference in price that will occur between your two instruments, or your two stocks, rather than from where they are both able to go inside the market. Basically what this means is that you will be able to get a profit if the long position goes up more than the short one, and you can make a profit can be made if the short position ends up going down more than the long one. This is why pairs trading can be so successful; it is possible to earn some money on different market conditions, even if there is an issue with low or high volatility or f the market starts to go in any direction. 
 
      
 
    The most difficult part of working on pairs trading is picking out the stocks that you want to invest in. There are actually quite a few options that you can work with, but you need to make sure that you are pairing the right ones together so you make a profit as well as picking the right one to go long on and the right one to go short on. If you are able to do this successfully, you can do a great job with pairs trading.  
 
      
 
    Contrarian trading 
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    Contrarian trading is another option that you are able to use and it is going to be able to work against some of the other forms of trading that we have talked about so far. It goes against the other strategies because you are able to look at the market, and then go against it to find the assets that are performing poorly, but which you think will start to do well soon. Sometimes there are some good stocks on the market, but for some reason or another, they are not performing the way that they should. With this strategy, you would find these stocks, purchase them at a low price, and then make a profit when their value goes up.  
 
      
 
    With the contrarian strategy, you are always looking for the motive for why people tell you certain things. You are going to believe that people are telling you the market is going up are simply doing this because they invested in the stock and they don’t have the option to make some other purchases. When this starts to happen, the market is near or at the peak and making the purchase is going to cost you a lot of money. On the other side of things, if you hear that the market is in a downturn, it means that the other traders already sold their stocks and the market has already gone through a downturn. This is the perfect time to make a purchase because the stock market can only go up from here.  
 
      
 
    With the contrarian trading, you go with the idea that if you follow the same path that others do, you are basically passing up on some great opportunities and you will not be able to make the income that you desire. Others have already gotten to this stock and beat you to it, so jumping on means you will just lose out because the prices are already either too high for you to purchase or too low for you to sell. With this method, you are able to fight through some of this, and pick out stocks that go against the popular trend, in the hopes that you can jump on before others purchase them, and get a great sale in the process.  
 
      
 
    Momentum trading 
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    It is also possible to work on a strategy that is known as momentum trading. When you are using this strategy, you are going to try and predict some of the trends that could occur in the stock market prices. If you are right, you will end up making a good profit in the process. There are a couple options that you can use to guess which way the momentum is going. First, you would take the time to watch the charts on a specific stock. By looking at these charts, you are able to find some of the patterns that are going on, a back and forth between the highs and lows and when you catch this pattern, it is easier to know when to purchase and when to sell.  
 
      
 
    Now, all stocks have some kind of trend that goes with it. Some will stay high for a bit, some will stay low for a bit, and others are always going up and down. But with momentum trading, you will be able to tell what direction a stock is going to head based on where it has been recently and in the past. For example, if you notice that a stock has a pretty steady trend of going up and down, you would be able to look at one of the downward trends and guess that the price is about to go up. This would be a good time to purchase so that you get that stock at a low price and can sell it at a higher one. 
 
      
 
    This can also be used in order to help you to know when to avoid a stock or when to sell a stock you already own. If you know the trend of a stock and notice that it has stayed high for a bit, it is time to sell the stock because the price is about to go back down. This would not be a good time to purchase the stock either because unless there is going to be some big news about the company, the price of the stock will not go up, and you will end up losing money in the process.  
 
      
 
    The momentum option is going to take a look at the history and the trends of the stock and figure out which way the stock is about to go. It is a pretty secure option to use because most stocks will follow the same trends over the long term unless something drastic happens with the market. It is often best to combine this one with the news strategy so you can tell if some big event is going to change how the stocks will behave and if they are going to leave their trends, even temporarily, so you can make adjustments to what you purchase and when you sell. 
 
      
 
    Heikin-Ashi trading 
 
    When you look at the charts for this one, you will notice that it looks like the candlestick chart, but the method of plotting and calculating the candles will be a bit different compared to using the candlestick chart. On a traditional candlestick chart, each of your candlesticks will show up for numbers including the low, high, close, and open prices. But with the Heikin-Ashi candle, we are going to be able to do our candles based on some information that came from the previous candle.  
 
      
 
    Some of the things that we would look for with the Heikin-Ashi candles include: 
 
    
    	 The close price. The Heikin-Ashi candle is going to be the average of the open, close, high, and low price.  
 
    	 Open price: for this candle, it is going to look at the previous candle and look at the average of the close and open.  
 
    	 The high price: for these candles, the high price is going to be chosen from one of the high, close, and open price, based on which one has the highest value.  
 
    	 Low price. The high price on this candle is going to be chosen from the close, open, and high price from the previous candle that will have the lowest value.  
 
   
 
      
 
    All of the candles in this method are going to be related to each other because the close and the open price on each candle is calculated with the information from the previous candle. You will look at the open and close price of the previous candle to determine the new candle that you create.  
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    The chart above is an example of how the Heikin-Ashi candles would look. The red is going to show the bear markets, when it would be a good time to make a purchase of the stock to get it for the lowest price and the green would be the bullish markets, when it may be a good time to work on selling the stocks for a good profit.  
 
      
 
    Picking out the strategy that you are going to use when working in day trading can be really important. It is going to help you to understand how the market works, how to recognize certain signs inside of the market and to ensure that you are taking the risks that you feel the most comfortable with. All of these strategies can be successful and sometimes traders will pick a few of them to combine to get the best results. The important thing is to pick out a strategy that you feel comfortable with and then stick with that one, rather than bouncing around all the time. When you are able to do that, you will find that even as a beginner, you will be able to realize a profit.  
 
    


 
   
  
 

 Chapter 6: The Best Platforms for Day Traders 
 
    When starting with day trading, it is important to have the right tools. If you have the wrong broker or get started with the wrong platform, you are setting yourself up for failure from the beginning. Checking out a few different platforms will make it easier for you to start out right, helps you to avoid some of the fees that are common with some of the lower quality platforms, and can increase your money earning potential.  
 
      
 
    There are several things that you can consider when picking out a platform. The first thing to look at is the reputation of the platform, asking questions about how well they help other investors make money or if there happens to be a lot of complaints against poor customer service and high fees with this particular company. A smart investor also needs to look at the benefits that each platform brings, such as the fee structure, what types of trading they allow, and whether you get along with the broker or not before picking out the platform that you want to use.  
 
      
 
    Luckily, there are many great financial platforms you can choose to work with so you have options and can shop around to find some of the best platforms to increase your earnings.  
 
      
 
    Financial brokers in the United States 
 
    If you are working on day trading in the United States, there are many financial brokers you can choose. With that being said, there are some brokers who are able to stand above the rest of the advisors and firms based on their ease of use, knowledge about the market, and their performance. As a beginner, it may be a good idea to start with one of the following companies to help out with your day trading: 
 
      
 
    
    	 TD Ameritrade 
 
    	 Fidelity 
 
    	 Charles Schwab 
 
    	 E-Trade 
 
    	 Merrill Edge 
 
    	 Scottrade 
 
    	 TradeKing 
 
    	 OptionsHouse 
 
    	 TradeStation 
 
    	 Capital One Investing 
 
   
 
      
 
    Financial brokers in Europe 
 
    Depending on your strategy with day trading, you may find that you want to work with a financial platform based in Europe. This can also work well if you plan to expand out your portfolio and would like to work in a new market. There are some great markets to work with in Europe as well including: 
 
      
 
    
    	 Avatrade 
 
    	 XM 
 
    	 LMFX 
 
    	 eToro 
 
    	 NetoTrade 
 
    	 Markets.com 
 
    	 Oanda 
 
   
 
      
 
    Picking out a good financial platform for your day trading is critical when starting your investment. When you shop around and check with a few of these brokers in order to see what services they offer, what fees they charge, and even look into their reputation to make sure you pick the platforms that meet your day trading needs. 


 
   
  
 

 Conclusion 
 
    Thank for making it through to the end of A Beginner’s Guide to Day Trading: Discover How to Be a Day Trading King. Let’s hope it was informative and able to provide you with all of the tools you need to achieve your goals of  
 
      
 
    The next step is to find a good financial broker to help you to get into the day trading market. You will find that there are many strategies that you can use, but if you find the one that helps you to think about your decisions and do the research, you are sure to see some great return on investment in the long run.  
 
      
 
    Day trading is not about gambling, it is about knowing the market and learning how to make smart decisions on when to purchase and when to sell your stocks in order to make a profit. This guidebook took the time to show you the different strategies that are successful in day trading, even for beginners. This can be a really successful choice for making a profit on your investment and this guidebook will be able to help you get started! 
 
   
  
 



 
 
    A Beginner’s Guide to Forex: Uncover the Secrets of Forex 
 
      
 
   
  
 

 Description 
 
    So you want to trade on the Forex?  
 
      
 
    Look into this book before you begin to do your trading. In this book you will learn about:  
 
      
 
    
    	 Pivot point trading 
 
    	 Candlestick strategies 
 
    	 How to be successful on the Forex  
 
    	 Managing your money with the Forex 
 
   
 
      
 
    And so much more that is going to assist you in making money on the Forex!  
 
    


 
   
  
 

 Introduction 
 
    Congratulations on downloading Forex for Beginners and thank you for doing so. 
 
      
 
    The following chapters will discuss what Forex is, how you can use it to be fruitful, and several strategies that have proven to be successful when using Forex.  
 
      
 
    While Forex may seem complicated, if you get into it at the right time and do not rush, then you are not going to have any problems. Forex is going to be difficult to get rich off of right off the bat, but you can make some modest money on it if you manipulate it properly.  
 
      
 
    There are plenty of books on this subject on the market, thanks again for choosing this one! Every endeavor was made to ensure it is full of as much useful information as possible; please enjoy! 
 
    


 
   
  
 


 Chapter one: Forex- What is it and What is its History? 
 
    Forex is otherwise known as the Foreign Exchange Market. This is a market that is used for trading different currencies as well as buying and selling the currency at a predetermined price. The main participants of the market are usually the International Banks, as well as financial centers around the world. The unique thing about the Foreign Exchange Market is that the market is open 24 hours a day, excluding the weekends. 
 
      
 
    The prices of the currency are not determined by The Exchange Market but rather by the market price of the given currency. Currency prices change every day because the Foreign Exchange Market is a fluctuating market - this means that the market changes on a regular basis. 
 
      
 
    While the larger International Banks are known as the forerunners for the market, the smaller banks that work with the market are referred to as the dealers that end up doing the most trade of foreign currency. What a bunch of people do not understand is that there is a behind-the-scenes market known as the interbank market. 
 
      
 
    The market assists in international trade between countries such as the United States and Europe. The market helps to convert the currency based on the interest rate of the coin for the market that day. A typical market transaction is one party paying different currency that is not their own with their own currency based on the currency exchange prices. 
 
      
 
    The Foreign Exchange Market as we know it came around in the 1970s after there were three decades of many restrictions on Foreign Exchange. 
 
      
 
    As I've stated, the Foreign Exchange Market is very unique - not only because it is open 24 hours a day, but for many other reasons as well. One of those reasons is the volume in which trade occurs. Another reason is where all the currency is actually dispersed, as well as the many factors that will affect what the exchange rate is. As previously stated the market has no set fixed income oruse as leverage to enhance the profit-and-loss margins. This causes it to be known as the closest idea to what is perfect competition would be, notwithstanding currency intervention that was created by the central banks. 
 
      
 
    In 2013 foreign exchange went up an average of 5.3 trillion dollars a day. This was an increase from the 4.0 trillion dollars in April of 2010 as well as the 3.3 trillion in April of 2007. The 3.98 trillion growth is approximately 20% over the 3.21 trillion daily volume. The approximate breakdown for the 3.98 trillion dollars is as follows: 
 
      
 
    
    	 207 billion dollars in options and other products 
 
    	 1.765 trillion dollars in foreign exchange swaps 
 
    	 43 billion dollars in currency swaps 
 
    	 1.490 trillion in spot transactions 
 
    	 475 billion dollars outright forwards 
 
   
 
      
 
    Below are the top ten currency traders as of 2015 
 
      
 
    
    	 Citi with a market share of 16.11% 
 
    	 Deutsche Bank with a market share of 14.54% 
 
    	 Barclays Investment Bank with a market share of 8.11% 
 
    	 JPMorgan with a market share of 7.65% 
 
    	 UBS AG with a market share of 7.30% 
 
    	 Bank of America Merrill Lynch with a market share of 6.22% 
 
    	 HSBC with a market share of 5.40% 
 
    	 BNP Paribas with a market share of 3.65% 
 
    	 Goldman Sachs with a market share of 3.40% 
 
    	 Royal Bank of Scotland with a market share of 3.38% 
 
   
 
    [image: ] 
 
      
 
    The history of Forex 
 
      
 
    The first known trading of currency goes back to ancient times. People would change money by taking a commission or charging a service fee. People would use city stalls at the times of the great feast in the temples, or they would use a money changer which was also known as a silver or goldsmith. 
 
      
 
    The Byzantine government held a large monopoly on theexchange of currency during the fourth century. And in 8 BC, the exchange of coins in ancient Egypt was controlled by Demetrius, according to Papyri PCZ 59021. 
 
      
 
    Exchange of currency was necessary because it was a way for people to buy and sell different items such as Pottery, raw materials, and food. The buying and selling of various goods what helped to stabilize the economy. For example, if a Greek coin held more gold than an Egyptian coin, the merchant would barter fewer Greek gold coins for more Egyptian ones. This is why most world currencies in circulation today have a fixed specific value. 
 
      
 
    Banks were opened at foreign locations during the 15th century by the Medici family. This was done in order for the currency to be exchanged on behalf of the textile Merchant. A Nostro account was a book that held amounts of foreign and local currencies in order to be traded. An active Forex Market was maintained by the Amsterdam government in the 17th century. This acted as an agent between the kingdom of England and the country of Holland or trade in 1704. 
 
    During the 1850s Alex Brown & Sons were the leading participants for foreign exchange in the United States. Then in the 1880s de Silva applied for and became involved in the foreign exchange trading business with the Banco Espirito Santo. 
 
      
 
    The gold standard began in 1880, and it's also the source of the modern foreign exchange markets. Before the First World War, international trade was limited. But with the onset of war, the gold standard system was abandoned. 
 
      
 
    The country's foreign exchange increased at an annual rate of 10.8 percent between 1899 and 1913, while gold increased at an annual rate of 6.3% between 1903 and 1913. At the close of 1913, half of the world exchange was conducted using the pound sterling. Also during this time, London increasedfrom 3 banks to 71 that were involved with trade. But in 1902 there were only two foreign exchange brokers in London. In the early Twentieth Century, the most active in trade were New York, Paris, and Berlin. But, Britain remained uninvolved until around 1914. For the year of 1924, the number of exchange Brokers within London went from 17 to 40. 
 
      
 
    The Kleinwort family was the leader of the Foreign Exchange Market in the twenties. Some significant FX Traders were known as Japheth, Montagu & CO., as Seligman. In 1928, Forex Trading became an intricate part of the financial functioning of the city. Due to the Continental exchange controls and many other factors in Europe as well as Latin America, any attempt at commercial prosperity was hampered. 
 
      
 
    The Bretton Woods Accord was signed after World War II in order to allow currencies to fluctuate within a range of 1%. During the year of 1954, Japan changed its foreign exchange law, and the bank of Tokyo became the Centre for foreign exchange. Also, between 1954 and 1959, the Japanese laws made the inclusion of more Occidental currencies in the Japan Forex. 
 
      
 
    When the Bretton Woods Accord ended, exchange rates of currency brought in a free-floating currency system. However, after the Bretton Woods Accord ended in 1971, the Smithsonian agreement came around allowing the trade to range up to 2%. Due to this, the foreign operations done by the US Federal Reserve were low. Not to mention that those that were involved in controlling the exchange rates found that the boundaries of the Smithsonian agreement were unrealistic leading it to be closed in 1973. During the years of 1978 to 1973, the amount of trade in the Foreign Exchange Market increased by three folds. This also led to the market being a split Market so that there were dual currency rates although this was abolished in 1974.  
 
      
 
    Given the ineffectiveness of the Britton Woods Accord as well as European joint float, Forex markets were forced to close during 1972 and 1973. However, the largest of all purchases was done in 1976 by the West German government where it purchased almost three billion dollars. Because of this, there is an indication that balancing exchange abilities was impossible due to the measures of control at the time. Markets in West Germany as well as other European countries closed for 2 weeks during 1973 and resumed in March of the same year. 
 
      
 
    When 1973 came around, banking trade as well as foreign exchange control ended and the free-floating market came to be. It is recorded that the first time a currency pairs would be given an option for the US traders to purchase was during the year 1982, and additional coins became available the very next year.  
 
      
 
    The People's Bank of China allowed for individual domestic enterprises to participate in the foreign exchange during the year of 1981. Also, during 1981 the forest controls that the South Korean government place we dropped allowing for free trade to occur. Then in 1988, the country's government accepted the IMF quota used for international trade. During 1987, the greatest portion of all trades was done within the United Kingdom slightly over one-quarter, where the United States became the second most involved in trading. Iran changed their International agreements 1991 from oil barter to Foreign Exchange bartering. 
 
    


 
   
  
 

 Chapter two: Being Successful with Forex  
 
    Even though you are just starting out, you want to be successful with Forex. It is unavoidable because it is something that is ingrained in all of us. But, since you are just starting out, how do you become successful?  
 
      
 
    Many traders who are just getting started on the market are unprepared for what they are getting themselves into. The Forex market, much like a human, has a life cycle and if you do not understand this life cycle, then how are you to know what you need to do to be successful? Therefore, not understanding leads to the trader losing their accounts in which case they end up giving up or doing the proper research to help them learn what they need to do.  
 
      
 
    Those who take a step back and start doing research typically open a demo account where they can practice what they learn before they end up opening a live account back up now having some more experience and now experiencing success in their trading.  
 
      
 
    Medium term  
 
      
 
    Medium term trading is going to be the best way to go rather than to concentrate on the short-term or the long-term.  
 
      
 
    Short term traders are also identified as scalpers, and they are someone who opens a trade but ends up closing it just in a few minutes. They take advantage of the smallest price movements which leaves them an enormous amount to leverage. One of the excellent things about this is that you get a quick realization when it comes to the profits or losses because this is a constantly moving style of trading. The biggest problem with this trading style is that it has large risks that come with it because there is a significant amount of leverage that you are going to need to have access to so that you can perform all of the profits in the small movements that you are going to be doing.  
 
      
 
    Medium term trading is going to be thetrader that will hold on to the position that they currently have for several days so that they can pay attention to the market and be able to find the proper advantage that is going to give them the most opportunities. The best thing about medium term traders is that they have some of the lowest capital requirements out of any trader. Their capital requirements are so low because they are using the leverage that they have only to boost their profits. Sadly, there are going to be fewer opportunities for these traders because the trades that they are wanting are harder for them to be found and even execute them.  
 
      
 
    Lastly, the long-term trader is going to hold their positions for up to several years before they do anything with them. In the time that they are holding that one position, they are going to look at all the factors to all the options that they have before they make their decision. While holding positions may not seem like the wisest thing to do, holding them is going to make it to where all the factors are taken into consideration before a move is made with their investments. However, the large capital requirements that are going to have to be in the investors pocket so that they can cover any movements that may be considered volatile are hard to obtain.  
 
      
 
    As you look at the long term and short term trader, you may notice that both have to have a lot of leverage to get the desired results. You are going to find traders who fall into these categories, but the will typically be individuals who have access to a significant amount of funds or contain a high net worth. Since not everyone falls into one of those two categories, many traders end up becoming medium term traders.  
 
      
 
    Looking at the basic framework  
 
    The basic concept that you need to focus on when you are trading is trading with the odds rather than against them. There are some methods that you can practice in order to see if making that particular trade is worth it or not. The Forex system is not a system that will automatically make trades for you. Instead, you are going to receive technical input that you are going to be making your decisions based off of. It is your job to locate the situations in which at least most of the signal points are going in the same direction. When you find these cases, you will have discovered a trading situation that is highly profitable. 
 
      
 
    Creating charts and markups 
 
    When you are creating charts you have the option to use a program known as MetaTrader, but there are other programs that you can use in order to achieve the same result. No matter what application you are using, you have to make sure that there are two different things that it has to have in order for you to achieve what you need to make a successful trading strategy.  
 
      
 
    
    	 You need to be able to plot different technical indicators like RSI (relative strength index), EMA and SMA moving averages, MACD (moving average convergence-divergence) and even stochastics.  
 
    	 You need to be able to see three different timeframes at the same time.  
 
   
 
      
 
    As you are looking at the strategy that you have done in your program that you have selected, then you are going to see that there is a collection of indicators that have to be associated with the rules you are having to follow along with defining the indicators so that you are able to filter through specifically for your trading experience and techniques.  
 
      
 
    There are some other things that you may want to consider whenever you are trying to look at the points on your trading and what you may want to adjust as you are doing your trading.  
 
      
 
    
    	 Chart patterns, which are going to show you any patterns that can be found inside of a particular time frame.  
 
    	 Trendlines that are significant so that you can see all of the time frames that you choose.  
 
    	 Pivot points, which are going to be calculated from the day before into hourly and even minutely charts.  
 
    	 Supports or resistances that are going to enable you to see any of the time frames that you want to see.  
 
    	 Fibonacci arcs, fans, or retracements that are going to be located in the daily and hourly charts that you look at.  
 
   
 
      
 
    As you are working the market, you have to look for entry points and exit points for when you should get into or out of the market on your trade. A bullish market is going to have the closing support that is strong but resistance on it that is distant and weak. On the other hand, a bearish market has a strong close but poor support.  
 
      
 
    You never know when the market is going to change so it is best that you have stops in place for both markets as well as knowing when you should just take your profits and walk away. This all needs to be planned before you even begin to think of placing a trade. Just make sure that you are having patience and not rushing the market as well as having a plan in place that is well defined.  
 
      
 
    Try and stick to the medium-term strategy so that you are avoiding the possibility of becoming a casualty of the market.  
 
    


 
   
  
 

 Chapter three: Managing Your Money as You Use Forex  
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    You and your friend can sit down in front of your laptops having a demo of Forex trading in front of you, and you also have a high probability that is set up along with a cheat sheet of any tips that you may possibly need in order to have successful trades. However, you are placed in a different location on the trade than your friend. You are most likely going to end up losing all of the money that you have been given to make your trades.  
 
      
 
    Now after you have gotten more experience, and you do the same experiment, then you will make money this time around rather than losing it due to the fact that you have learned how you should manage your money with Forex and you have some trading strategies up your sleeve that you did not have in the first experiment.  
 
      
 
    Managing your money is going to be a burden that many people do not want to deal with due to the fact that you are going to be forced to monitor your position that you are currently occupying along with the losses that you are experiencing. Sadly, people do not want to do this because they do not know how to do it.  However, if you account for the losses that you experience, you are going to end up having a trading journey that is successful in the long run.  
 
      
 
    So, if you lose twenty-five percent of your equity, you are going to have to earn thirty-three percent back to return to the original value of the investment.  
 
      
 
    The higher your loss, the greater the amount you are going to have to have in order to get back to the fundamental value. While it was difficult to earn back a hundred percent of your capital, although less than one percent of traders actually accomplish this.  
 
      
 
    The big one 
 
    While many traders are familiar with knowing what they have to do in order to get their equity back to where it should be, they tend to ignore it because of how hard it is to do this. A great many trading books are filled with stories of traders who lost all of their profits due to one bad trade.  
 
      
 
    Whenever you are experiencing runaway losses, it is likely because you are not managing your money properly and you are not having hard stops in your trades. Then, you have to factor in that there are a lot of ups and downs that are going to have to come to the averages that you are dealing with. In the long run, experiencing the runaway losses is going to be because there is no discipline in your trades or money management.  
 
      
 
    Harsh lessons  
 
    You can control the risk of your losses by putting up stops in your trades. Jack Schwager said “Never risk more than one percent of total equity on any trade. By only risking one percent I am indifferent to any individual trade.” Basically, you can end up losing twenty times in a row and still have a great majority of your equity left over from those losses all because you were only putting in one percent of your equity rather than a greater amount.  
 
      
 
    But, most traders do not have the discipline to do this, but they end up learning much like a child learns as they are playing or discovering that a stove is hot. It all happens by experience. After someone has lost money, they are more likely to change how they trade so that they do not have to experience the loss again.  
 
      
 
    Four stops  
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    Equity: an equity stop is going to be the simplest stop that you are able to put into place, and the one and only risk that you are going to have is going to be one that you determine before you put the stop into place.  
 
      
 
    Chart: you could end up getting a thousand possible stops that all depend upon the price action or the indicator signals. A trader is going to combine their exit points using the standard rules that you would use with an equity stop so that you can formulate the chart stop.  
 
      
 
    Volatility: this is essentially a chart stop, but a more sophisticated version. You are going to be using instability of the market instead of the price. For the trader to set the parameters up for a volatility stop, the price is going to ideally have to traverse between a broad set of ranges so that you can adapt to the conditions that are currently present in the market so that you can have some more room for the risks that you are going to face along with avoiding any intra-market noise.  
 
      
 
    Margin: this is considered to be one of the most unorthodox stops for all of the strategies that you can use in managing your money. With that being said, you will find it effective should you be able to use it properly. Due to the fact that Forex runs twenty-four hours a day, there are going to be deals that liquidate customer positions as soon as a margin call is triggered. Thanks to this, the customers are rarely going to find that their account is in danger of going into the negative because their computers are going to close out their positions automatically.  
 
      
 
    Should one point move against you as a trader, a margin call will be triggered. So, despite how much leverage you are assuming, your control parsing of your speculative capital will be able to prevent you from blowing your account in one trade. This will allow you to make more swings at what could end up being a profitable set up without worrying about setting your manual stops.  
 
    


 
   
  
 

 Chapter four: Candle Stick Strategy 
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    The candlestick technique was developed by the rice traders in Japan many centuries ago so that there was a visualization of the price activity when they were defining a trading period. Each candlestick ends up representing the trading activity that occurs over a period of time of time. It not only shows the high price of the day but the low price as well along with any opening and closing prices that the market had during that time period.  
 
      
 
    The wider part of the candlestick is going to represent the range that falls between the price at open and the price at close. If the closing price is higher than the price when the market opened, then the body is white, but if it is lower, the body is black. The lines that you see coming out of the central part of the body or the "wicks" are going to show what the price was at its highest and lowest for that trading period.  
 
      
 
    Just like discussed earlier, the market can be bearish or bullish. For the candlestick strategy, a bearish market will have a downward trend while a bullish market is going to have an upward one.  
 
      
 
    Bearish pattern: This pattern shows a long black body that is followed by several smaller bodies and then ending in another long black body. These small bodies usually are contained within the first black body's range. Therefore, this is a bearish pattern.  
 
      
 
    Bearish Harami: A white body that is followed by a white body and then a very small black body shows a bearish pattern which will be preceded by an upward trend. the smaller black body shows that the opening and closing prices were close, but not quite touching.   
 
      
 
    Bearish Harami Cross: This pattern is known as a Doji and contains a white body followed by a cross which means that the opening and closing price for that trading period were the same. This reveals a top reversal signal. The cross pattern is actually very rare.  
 
      
 
    Big black candle: This pattern shows that there was a wide range between the open and closing price for the trading period; but, the opening and closing prices were close to the highest and lowest prices for the day. This is a bearish pattern.  
 
      
 
    Black body: Much like the pattern above, this one shows that the closing price was above the opening price. However, the opening and closing price is closer than the one that came before it. However, while this is a bearish signal, this is most important when it is part of a pattern. 
 
      
 
    Dark cloud cover: This is an upward trend as well as a bearish reversal signal. The white body candle is followed by a black candle which is higher than the white candle. Therefore, the close was at least 50% of the white candle's body.  
 
      
 
    Candlestick bullish pattern: This is a bullish pattern and shows that there are two white candle bodies one of which is followed by three smaller black candles. These three smaller candles are contained within the first trending day's body.  
 
      
 
    Big white candle: This is a bullish pattern and shows that the highest and lowest prices were close to the opening and closing prices for the trading period.  
 
      
 
    Bullish Harami pattern: The small white body is contained within the black body, and the black body is followed by the white body. Therefore, this means that the current trading period had a lower opening and closing price. This shows a downward trend and is a bullish pattern.  
 
      
 
    Bullish Harami cross: Another Doji pattern where it is contained within the black candlestick's body. Once again, the open and closing price for the current period is the same. Therefore, this is going to show the trader a bottom reversal pattern.  
 
      
 
    Doji: As previously stated, a Doji is actually a very rare occurrence. Th open and close for the market that period was the same while there were longer shadows that show where the highest and lowest price was.  
 
      
 
    Doji Star: This shows where there is a gap and then a start either below or above a white or black candlestick. This is a reversal signal which is confirmed by the candlestick. Should the candlestick be white, there will be an upward trend, if it is black, there is a downward trend. Also, the small shadow below the black candlestick shows where the lowest price was. With the absence of a shadow on the top shows that the highest price was the same as the closing price.  
 
      
 
    Engulfing bearish line: In this top reversal signal, the white candle is engulfed by the large black candle showing that the previous trading period was shorter than the current one.  
 
      
 
    Engulfing bullish line: As a bottom reversal signal, the smaller body is followed by a large white candle which shows that the previous trading period's opening was lower than the close as well as the highest price for the day being more than the closing for that period.  
 
      
 
    Evening Doji star: While this is a more bearish pattern resulting in a top reversal signal rather than a regular evening star pattern, it can best be spotted by a large white candle which is followed by a Doji and then gapped to be followed by a black body in which 50% of the body is close to the white body.  
 
      
 
    Evening star: This is exactly like the Evening Doji Star except it does not have a Doji. This is still a top reversal signal that will show an upward trending pattern.  
 
      
 
    Falling window: The gap between the first and second candle shows that there is a high probability that there will be resistance. This can be recognized by the gap that is between the first high candlestick and the lower candlestick.  
 
      
 
    Gravestone Doji: As a bearish signal, the Gravestone Doji shows that the open and close for the trading period was the same as well as the lowest price for the period. But, the highest price was well above what the opening of the market was.  
 
      
 
    Hammer: This pattern can best be recognized by the small body that is near the high end of the shadow and results in little to no upper shadow. This is also known as a bullish pattern resulting in a downward trend.  
 
      
 
    Hanging man: This pattern can be confused with the Hammer pattern that is shown above, but there is a significant difference between the two. In this pattern, you will find that the lower shadow is going to be several times what the height of the body is. Also, unlike the Hammer, this is a bearish pattern with an upward trend.  
 
      
 
    Inverted black hammer: In order to recognize this pattern, you will see the Hammer pattern only upside down and a black body. The Inverted Black Hammer will show a bottom reversal signal, therefore, confirming the next trading bar.  
 
      
 
    Inverted hammer: Once again, this one can be confused with the previous pattern, the only difference between the two is that the body of the hammer can be either white or black.  
 
      
 
    Long-legged Doji: This Doji pattern shows that the open and close of the market were the same; and, that there were extremely high and low prices for this trading period. The Long Legged Doji is a top reversal signal.  
 
      
 
    Long lower shadow: As a bullish signal, this pattern shows that the minimum price for the trading period was much lower than what the close of the market was.  
 
      
 
    Long upper shadow: The close was higher than the open of market for this trading period. Along with this, the highest price was much higher for this trading period than the closing price. This is a sign of a bearish signal.  
 
      
 
    Morning Doji star: This pattern can best be described as a black body candle followed by a gap that allows the Doji to sit below the black body, which is then followed by a white body that closes about fifty percent or more of the black body. This pattern shows a bottom reversal signal.  
 
      
 
    Morningstar: This is also a bottom reversal signal and is exactly like the Morning Doji Star except that the gap between the black and white candles is a small white body instead of a Doji.  
 
      
 
    On neckline: In this pattern, you will see a downward trend in which the black candle is followed by a smaller white candle which is near the close of the lower part of the black candle. The white candlestick is penetrated by the next bar and indicates that the market should lower price. this is also a bearish pattern.  
 
      
 
    Piercing line: This black candle is followed by a white candle which has opened lower than what the black candle did, but then closes around fifty percent more into the black body. The Piercing Line is a bottom reversal signal.  
 
      
 
    Rising window: The gap that is between the high and lower white candle shows that there is a selloff likely to happen. This shortcoming should provide some support in this pattern.  
 
      
 
    Separating lines: This pattern is both an upward and downward trend. The increasing trend is when the black candle is followed by a white candle with the same opening and closing price. The downward is the exact opposite. This is otherwise known as a continuation pattern, and the prior trends will continue to resume unchanged.  
 
      
 
    Shaven bottom: As a bottom reversal signal, this candle has no lower shadow. This is also a confirmation of the next trading bar.  
 
      
 
    Shaven head: The Shaven head has no upper which and is a downward trending bullish pattern as well as a bearish pattern when the market is on an upward trend.  
 
      
 
    Shooting star: As a bearish pattern in an upward trend, this candle has a long upper shadow and will have little to no lower shadow.  
 
      
 
    Spinning top: So named because it looks like a spinning top, this pattern is a neutral pattern and is a small candle with the same sized shadow on both sides. This is another unusual pattern that will happen and usually means that the market is suspended.  
 
      
 
    Three black crows: This pattern can be recognized by the three long black candles that consecutively lower with the lowest price for the trading period. This is considered to be a top reversal signal.  
 
      
 
    Three white soldiers: This pattern is a pattern of three white candles that consecutively get higher as the close of the market gets higher. This is another bottom reversal signal.  
 
      
 
    Tweezer bottoms: With this pattern, you will see two or more candles with the bases matching the same price. Size and color of these candles do not actually matter. Tweezer bottoms is a minor reversal signal. 
 
      
 
    Tweezer tops: In this pattern, you will see two or more candles that are similar to their tops. Tweezer Tops is known as another reversal signal.  
 
      
 
    White body: With this pattern, you will see that the closing price is higher than the original opening price. There are also shadows on either side of the candle body showing a high and lower price for the trading period. This is a bullish signal.  
 
    


 
   
  
 

 Chapter five: Price Action Strategy  
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    The price action strategy is going to remove any emotion that there may be in a chart so that you can work with a price chart that has been stripped down. Indicators are not going to assist in identifying the support and resistance areas or where the trends are going on the chart. The information that is generated is going to simply show the movement of the price for that market over a specified period of time. Charts will allow for any user to see the beliefs that are shown in the price action.  
 
      
 
    Whenever there is economic data or global news, there is a catalyst in the price movement, but you do not have to analyze those to make a trade successful on the market. This is because the news or any changes in the economy are going to be reflected in your price action.  
 
      
 
    The markets price action is going to take into account all variables that affect the market over a period of time by using indicators for the price. The price movement is also going to provide the proper signals that are needed for the trader to make use of the trading system to make a profit off a high probability. The signals that the market provides for the trader are going to be called price action trading strategies, and they are going to be there in order for the trader to have the ability to make sense of the price movement in the market so that future changes can be predicted.  
 
      
 
    Clean vs. messy  
 
    Just like there are two types of people in the world, there are two types of charts that can be used by a trader in order to look at their analysis. There are clean charts which will provide no indicators, and the only thing that is on it are the price bars. Or, there are messy charts which are going to have signs marked across the chart with Bollinger bands.  
 
      
 
    Whenever you are looking at a chart that is ladened with indicators, you may come to realize that for all the symbols to be placed where they need to be placed, the chart is going to become smaller therefore instead of being drawn to where the price is going, you are now focusing on the indicators that are on the chart.  
 
      
 
    Naturally, a clean chart is going to be easier to ready because when indicators are added to a chart, more variables are opened up, and no insight is gained as to what the market is doing and will do.  
 
      
 
    Determining a trend 
 
    One of the most significant features that you are going to need to learn when using price action is that you have to identify if the market is consolidating or trending. With a trade, there is a high probability that anything you learn is going to make you a better trader. Whenever the market is going up, there are going to be highs that are higher as well as higher lows. But, when it begins to move down, there are going to be lower highs and lower lows.  
 
      
 
    Trending vs. consolidating  
 
    Price action is when you take an analysis of the movement in the price of the market over a particular period of time and by using this analysis, you are going to be able to conclude if there is a trend that is hiding on the market or not. If there is no trend for the market, then you are going to discover that the market is consolidating. Determining a trending or consolidating market is relatively simple, all you have to do is analyze the price action.  
 
      
 
    When a market is consolidating, there are not going to be the higher highs, lower lows like we discussed in the last section.  
 
      
 
    Trending using the Forex and the price action strategy 
 
    To use the price action plan on the Forex, you are going to need to see the patterns or setups that are coming from the confluent levels that are on the market.  
 
      
 
    Being that the market can be repetitive, there are going to be specific ways that it is going to react to the variables that enter the market based on global or economic news. These variables are going to cause the price action market to have a trend creating a high number of patterns to be repeated so that there are strategies that have to be used. When there are price patterns that reoccur or a price action setup strategy that is being used, this will be a reflection of the changes that have happened on the market. Essentially, you are going to need to learn how to spot the patterns in the price action so that you can determine what the market is going to do next.  
 
      
 
    To see why a price action pattern is of vital importance, you have to remove all of the indicators from your chart so that all you see is the raw price. Once you have removed everything from the chart, then you can draw the key chart levels that are going to allow for you to look at the price action setups.  
 
      
 
    Trading price action from the confluent points 
 
    When you are using the price action strategy on Forex, you have to be able to look for the confluent levels where you are going to want to trade from. Economic variables are going to be what creates the movements in price which can be seen on a price chart. Rather than striving to analyze all of the variables that happen in a single trading day, as a dealer all you want to do is learn where the trade price action is and then you can read as well as trade on any cost action.  
 
    


 
   
  
 

 Chapter six: Pivot Point Strategy  
 
    Using pivot points is going to assist in determining the support or resistance levels on the market. Pivot points are usually accessible when it comes to the Forex market, and they are a useful tool whenever you are trying to do range bound trades so that you can try and identify entry points. Traders who are trend traders or someone who is a breakout trader is going to be able to spot the key levels that have to be broken before it can be qualified as a breakout.  
 
      
 
    Calculating the pivot points  
 
    Pivot points are the points that are going to rotate. Some spices are used so that you can calculate what the pivot point is based on the points from the previous period. Generally, the prices that are needed for the pivot points will be taken from the daily charts that are put out with this information, or they can be taken from the hourly charts. When pivot points are calculated from price information, then there are going to be shorter time frames that are being used, so the significance and accuracy of the chart is going to be reduced.  
 
      
 
    In calculating pivot points you are going to use a calculation that looks a little like this:  
 
      
 
    Central pivot point (P) = (highest + lowest + close)/ 3 
 
      
 
    You may want to calculate the points for the support and the resistance and in doing that you are going to have complex formulas that you are going to be using.  
 
      
 
    First level:  
 
      
 
    Resistance (R1) = (2*P) – low  
 
      
 
    Support (S1) = (2*P) – high  
 
      
 
    Second level:  
 
      
 
    Resistance (R2) = P + (R1 – S1)  
 
      
 
    Support (S2) = P – (R1 – S1)  
 
      
 
    Many traders use these methods to calculate the levels for the support and the resistance. You will find that there is a third level; however, it is not commonly used due to the fact that it is too eccentric.  
 
      
 
    Pivot points and the FX market  
 
    Most pivot points are going to be seen as the primary support or resistance level. When you are trading and using pivot points with the FX market, the range for trading in that session is going to occur between the pivot points on the first level due to how many traders are going to be using this range.  
 
      
 
    Market open significance  
 
    It is vitally important to remember that when you are using pivot points to trade, that you break the trend that occurs around the open of the market. This trend happens because of the influx of traders that come into the market at the same time. Whenever a trader goes into their office, they are going to have the ability to look at the prices and how everything happened when they were not around so that they can plan their trading day according to what they think is going to happen with the market that day. The prices for the previous day are going to remain confined for any hours that fall between the pivot level as well as the support and resistance levels, therefore, creating the perfect environment for range traders to make trades.  
 
      
 
    Strategies to use when working with pivot points  
 
    When using pivot points, you have to be accurate so that you can increase the formation of the candlestick. For example, when the price of a trade is below the central pivot point for the majority of reading, then there is a four-way above the pivot it is going to end up creating a reversal formation. In the event that this happens, you are going to want to sell short due to the anticipation that the price is going to go back below the pivot point.  
 
      
 
    A second strategy that you can use is to validate the level as being a resistance or support zone. In using this approach, you will have to take a look at the price break for the pivot reverse while trending backward towards the pivot level. If the price continues to go down past the pivot point, then the pivot level is not going to be strong and therefore is not going to be useful as a signal that you should make your trade. However, if the price stays around the pivot level, it will suggest that the move is lower and that there may actually be a break indicating that the movement is going to continue.  
 
      
 
    Essentially, you are going to need to have the ability to tell where the highs, lows, and closing costs are for the market at any given point in time. In doing this, you are going to have the ability to calculate exactly where the pivot point is going to fall and what the market is going to end up doing so that you know when you should and should not make your trades. 


 
   
  
 



 Chapter seven:  The Turtle Strategy 
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    In the 1980s the turtle strategy was created by William Eckhardt and Richard Dennis as they were having a discussion about their various stories they had about the success they had experienced. Dennis believed that almost anyone could be taught to trade in the future markets while Eckhardt thought that they should make a bet on it to see if Dennis really had the special gift that had helped him be so successful.  
 
      
 
    Finding your turtle  
 
    When trying to win the bet that he made, Richard put out an ad in the Wall Street Journal which brought thousands of people to him as they applied to be taught his secrets. However, only fourteen people out of the thousands that applied made it through to the turtle program. The criteria that Dennis used to find his turtles was not released. However, the applicants did have to solve a series of questions with true or false.  
 
      
 
    
    	 On initiation, you should know where you should make liquidations if you experience a loss.  (True)  
 
    	 The biggest money to be found in trading is going to come from the lows that happen after a downward trend on the market (False)  
 
    	 If you have $10,000 at your disposal, you need to put at least $2,500 into each of your trades. (True)  
 
    	 You will not find it helpful to watch all the quotes that happen on the market for a single trade (True) 
 
    	 The opinions of others who are working the market are good to follow (False)  
 
   
 
      
 
    The rules  
 
    The fourteen selected turtles were taught how they were going to be able to implement a trend by using specific strategies. The idea that Dennis taught them was that trends were their friend and if they wanted to buy from future breakouts, they would need to look at the upside of the ranges that were trending and where they would be able to sell short whenever a downside breakout occurred.  
 
      
 
    The exact parameters for any experiments that Dennis gave to his turtles were kept secret for years until he decided that he would publish them. Now you will find that the parameters are copyrighted by Michael Covel in his book that he published in 2007 entitled "The Complete TurtleTrader: The Legend, the Lessons, the Results."  
 
      
 
    As Covel wrote his book, Dennis opened up to him and gave him information that he had kept private for many years thus making it to where others could use the rules that Dennis used in order to reach his level of success.  
 
      
 
    
    	 Do not rely on information that you can get from a newspaper or hear on the television when making trading decisions. Instead, you should look at the prices for yourself so that you can carry out the appropriate decisions that are not going to harm your trading.  
 
    	 Be sure that you have flexibility when it comes to your parameters and the signals that you get to buy or sell. Before setting your parameters up, you should test them out as well as other parameters for the various markets you can trade on so that you can find what is going to work for you on a personal level.  
 
    	 Plan your exit as you are planning your entry! Know the exact moment that you are going to take the profit from your trade and when you have had enough, and it is time for you to cut your losses and move on.  
 
    	 Use the average true range when you are calculating the volatility so that you can vary the size of your position. When taking the larger positions whenever you find a market that is less volatile so that your exposure is lessened with the markets that have more volatility.  
 
    	 Do not risk more than two percent from your account on any trade.  
 
    	 Whenever you are seeking out big returns, you have to make sure that you are comfortable with drawdowns that are larger.  
 
   
 
      
 
    So, did it work?  
 
    Out of the two classes that Dennis taught, they ended up earning around a hundred and seventy-five million dollars in five years. Since Dennis got these results, it was proven that Dennis won the bet without anyone questioning his method and the fact that it could be taught to anyone, even someone who does not have any trading experience and make them successful. One of Dennis' students said that if you were to start out with the $10,000 that was discussed in the opening of this chapter, then by following the turtle rules, you are going to end up with around $25,000 whenever the year closes out.  
 
      
 
    Richard Dennis does not have to personally teach someone for them to learn the rules of his trading strategies and apply the turtle rules to their own trading. It is a good idea to buy the breakouts and then close whenever the prices begin to show consolidation. The short trades are going to have to be made by using the same principle so that any market experiences go both up and down with the trends that the market is showing. To maximize the trades that you find profitable, you are going to ensure that your exit signals are shorter than the signals you get when it comes to entering the marketplace.  
 
      
 
    While Dennis’ turtle experience was a success, there were some problems with it which is something that you are going to have to expect with any trading system however they are deeper than the strategies that he used. Because of this, the breakouts that are used tended to lead to false moves which meant that there were a huge number of trades lost. Despite this, the practitioners of the turtle trade were correct up to half of the time so that they could be ready for any drawdowns that they may experience.  
 
      
 
    To find more information on the turtle experiment and even read the success story of Dennis and those who have used the turtle trading strategy you can go to www.turtletrader.com. There are going to be some astonishing stories for you to read on how the turtle experiment has made people successful on and off of the market.  
 
   
  
 



 Chapter eight: Scalping  
 
    Scalping is not for everyone!  
 
      
 
    When you use the scalping strategy, you are going to have to seek a profit off of the smaller market moves.  People who use the scalping method are going to take advantage of the ticker tape, and they never stand still on any given market day. This group relies on the bid and ask screens so that they can try and locate their buy and sell signals rather than planning their entries and exits. They also read into the imbalances that can be found between supply and demand. The average bid is going to have the price asked of it, and a scalper is going to buy whenever the demand goes up and then sell whenever the supply is up so that they can make a profit which will balance the conditions later on before returning to the spread. 
 
      
 
    However, on the modern day market, this is not a technique that is going to be the best to be used by anyone. Whenever there was a flash crash that occurred in 2010, the order books ended up being emptied out for god because of the deep standing orders that were the primary target for deconstruction that was happening that day, which later forced managers to take them off the market or to execute them in a secondary venue where they could not be targeted. Yet another reason is because of the high frequency of the trading that tends to dominate the intraday transactions that go on daily. Lastly, there is a vast majority of trades that are now taking places in what is known as a dark pool thus making it to where real time is not being reported as it should or at all.  
 
      
 
    Despite the evidence that there are plenty of electronics that can aid in making this strategy harder for traders to use, they also make it to where the scalpers have challenges that they are going to have to overcome inside of three indicators that have been custom tuned for those who work with short term opportunities. The real-time tool signals are going to be used whenever you are working with long-term strategies typically, but scalpers are taking them and modifying them so that they can be utilized on two-minute charts. This is going to work best whenever there is a strong range bound action that is controlling the intraday tape; but, they are not going to work during any periods of time where there is confusion or conflict on the market. At the point in time that the trader experiences a whipsawed loss the conditions can be seen due to the great pace that is being shown on the profit loss curve.  
 
      
 
    Moving average ribbon entry strategy  
 
    A two-minute chart is going to identify where the trends are strongest and when trades should be bought or sold due to a counter swing. There is also a warning that is written into the two-minute charts that shows a trend is going to change which will end up being inevitable on any given trading day. But, this method is one of the easiest that you can master thanks to the ribbon aligning with the higher or lower points on the chart when the trend is strong. Should there be any penetrations, then they are going to show the signal as a momentum that is waning and is going to end up favoring a reversal. So, whenever a ribbon flattens itself out while in one of these swings, the price is going to be found to cross over the ribbon quite frequently. Scalpers are going to want to look for any realignments because, at the point in time that the ribbon goes up, down, or spreads out, the pattern will trigger the best time for them to buy or sell.  
 
      
 
    Relative strength or weakness exit strategy  
 
    You may find yourself wondering when a scalper should take their profit or cut their losses like others do because of the short trades that they make. Stochastics along with Bollinger bands are going to be used along with the signals they get from ribbons when looking at the two-minute charts so they can work the market while it is active. Some of the best ribbon trades are going to be set up at the point in time that the stochastic goes higher than the oversold level or they are lower than the overbought level. So, an immediate exit is going to be required whenever the indicator crosses and then rolls against the position that is currently being held by the trader so that they can make a profit.  
 
      
 
    To see when is the best time to exit, you have to watch how the bands interact with the price. The penetrations from the band are going to aid in predicting what the trend is going to do next. Scalping strategies are not going to stick around despite whatever retracement is going on at that time. Therefore, you should exit whenever the price fails to reach when the band is on the market while the stochastics are being rolled over.  
 
      
 
    When you become comfortable with the various interactions and workflows that are happening between the technical elements, you will then be able to adjust to the deviations that are higher than 4SD and lower than 2SD given the daily changes that happen on the market with its volatility. One of the best ideas any trader can have is to try and superimpose additional bands that are on the chart you are working with so that you can get a wider range of signals.  
 
      
 
    Multiple chart scalping  
 
    You can keep track of any background conditions that may impact your performance by pulling up a fifteen-minute chart in which there are no indicators. Once you have done this, you can add three lines one of which is used for the opening print, and the other two are used for the highest and lowest of the trading range that happens within the first forty-five to ninety minutes of your trading session.  
 
      
 
    While you do this, you need to make sure and watch for price action that happens at those levels because they are going to end up setting up a larger scale two minutes buy or sell signals. It is proven that during this you'll find your greatest profit during your trading day when your scalping aligns with your support and resistance levels on your fifteen minute and sixty-minute charts, or even your daily charts 
 
      
 
    Bottom line 
 
    It is proven that anyone who uses the scalping technique can no longer trust any real time market analysis for their buy and sell signals so that they can book many small profits in a day. Therefore, they are obliged to adapt to the modern electronic environment which uses technical indicators so that the trader can set custom to the very small time frames that are used with the scalping process. 
 
    


 
   
  
 




 Chapter nine: Moving Averages Strategy  
 
    The moving averages strategy is another strategy that you are going to be able to use as you are using the Forex for your trades. Much like any other strategy that has been discussed, this is going to be one that is going to be based on your personal preferences so that you can modify it to where you do not have to follow what someone else is doing.  
 
      
 
    Crossovers  
 
    Most traders are going to use this strategy because the emotions are removed from the calculations that you are going to be doing as a trader. The crossovers come in several different varieties that you can use, however, the most common one is going to be whenever you take the price from an asset and then watch as it moves from one side of the moving average to the other side. Whenever the crossover is being used, it is going to identify any shift that occurs in the momentum so that they can be seen as to what the trader's entry and exit strategy should be for that trade.  
 
      
 
    You can also use short-term averages when you are working with crossovers. In using the short term averages, you are going to be crossing them over the average for the long term. Traders are going to be able to locate the momentum of the market and which way it is shifting and where it is going to go next. The signal to buy when working with short term averages is typically going to be whenever this average moves across the long term.  
 
      
 
    Triple crossover and moving average ribbon  
 
    When working with moving averages, you can put them inside of your chart so that you have the ability to increase the validity of the signal that you are using. A great many traders end up using up to twenty day moving averages on their chart so that they can see when the best time to buy is.  By using a variety of days, you are going to be able to determine where the average is going to cross over, and then you can use this as a confirmation and end up reducing the number of false signals that you are going to end up experiencing. When you increase the number of averages that you are using, then the strength of the trend can be determined and therefore show you how likely it is that your trade will continue in that direction. 
 
    


 
   
  
 


 Chapter ten: Tips and Tricks for Trading on the Forex 
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    As you are doing your trade, you have to remember that it is not just science, but it is an art form of its own even though you are using numbers and charts.  But, you also need to keep the emotion of fear and greed out of it as well when it comes to trading, or you are going to end up creating a trading environment that may end up costing you more money than you want to lose.  
 
      
 
    So, in order to keep going, you are going to want to follow some of these tips and tricks that are going to aid you in finding trades that are going to be profitable. 
 
      
 
    
    	 Make sure that you have a set intention as well as a style of trading that will help you to achieve these goals. It is best for you to choose a strategy that is going to fit your personality best. Just like when you're traveling, you need to have a destination as well as a path that will take you to this target. It is important to remember that every trading style is different and requires different approaches in order to make them work. Not only that, but you're going to want to ensure that the style and approach is what is best for you. For example, should you not think that you sleep should you have an open trade, it’s probably best that you do day trading rather than trading that happens over a period of months. Any style that does not match your personality will only lead to you being stressed and more losses in money.  
 
   
 
      
 
    
    	 Choose a stockbroker that you are comfortable with as well as one that offers the trading platform that works with your style of trading. In doing this, you're going to want to make sure you can do the analysis that your style requires on the broker's platform, so you're going to want to make sure that your agent's policy works with what you are wanting. Do your research! make sure that you know if your broker trades over the counter or uses a spot market. Also, make sure you read any documentation that is sent to you. No matter what, just make sure that there is a good fit between you and your broker.  
 
   
 
      
 
    
    	 Be consistent with your methodology. Even before you enter the market, you need to make sure that you know how you are going to make the decisions that are going to affect your trades. You'll need the appropriate information so you can make the decision that is best for whether you need to access or exit a particular trade at any given time. In doing this, some traders will look at the underlying fundamentals of not only the company but the economy as well before using a chart that will help them determine when the best time is for them to make a trade. It is important to remember that your fundamental will be a long term trade whereas technical analysis will be a short term trade. Make sure that you are consistent with your methodology and that your methodology will keep up with the constantly changing dynamics of your market.  
 
   
 
      
 
    
    	 Choose either a short time frame or long time frame for your entry and exit. This can be confusing to many traders due to all the conflicting information one gets when looking at the charts of different time frames. You're going to want to use a weekly and daily chart and synchronize the two so that you can see if you have a buy signal. Make sure to keep your timing in sync to what you are being shown with your signals.  
 
   
 
      
 
    
    	 Calculate your expectancy. You need to determine how reliable your system will be. Measure all your trades that were winners vs. the ones that were losses. this will help to determine how profitable your winnings were versus how much you lost. When doing this, use the formula E=[1+(W/L)]xP-1. W will be your average winning trade, L will be your losing trade and P will be your percentage win ratio.  
 
   
 
      
 
    
    	 Learn to love the small losses. It is essential to realize that this is your money at risk. Because of this, you're going to want to make sure you do not use money that you need to pay your bills or live. A good practice is to use your trade money like it is the money you take to the casino. Once the money is gone, it is gone. Doing this will help to prepare you for any losses that you experience mentally. If you concentrate on your trades and accept the small losses, you will be more successful. Also, make sure you only leverage your trades at a maximum of 2% risk.  
 
   
 
      
 
    
    	 Build positive feedback loops. A feedback and as a result of a well-executed trade. This happens when your trade has gone and according to your plans. When need to be able to execute the plan, and from there he will form a positive feedback pattern. The old saying success breeds success is true which in turn will breed your confidence especially if your trade is profitable. Make sure you plan for small losses. In including the losses, you will be able to keep a good hold on your emotion for when you do lose. This will aid to make sure you don't make any impulsive decisions. 
 
   
 
      
 
    
    	 Make sure you perform weekend analysis when the market is closed. During this analysis make sure that you look at your weekly charts for any pattern that you may have missed and that could affect your trade. What looking at a pattern, you may be able to see if the market is going to reverse or any other kind of pattern that may be occurring.  Take the time to be able to make your plan for the following week when the market reopens. If the market does not reach what your point of entry is make sure you learn how to sit on your hands. It is better to wait longer and miss a trade then to lose money. One important thing to remember is that even if you miss a trade, there will always be another. Watching your risks is more important than any trade you may miss. This goes back to making sure you have good money management skills.  
 
   
 
      
 
    
    	 Keep printed records. Using printed records can be a good learning tool for any Trader. When you do this you can print out a chart and for any and all reasons that the trade makes way a that the patterns you see may sway your choice in making a trade. With these printed files you will be able to refer to them time and time again while you build your trade portfolio. Also, make a note of your emotional state before and after a trade so you can see how your mental state affects your trade. Perhaps you will be able to find a pattern within yourself as well. There are plenty of programs that will take the emotion out of trading, but you will not be able to take your emotion out of it since you are risking your own money. (Be sure that you do not risk money that is helping you survive). 
 
   
 
   
  
 



 
 
    Conclusion 
 
    Thank for making it through to the end of Forex for Beginners, let’s hope it was informative and able to provide you with all of the tools you need to achieve your goals whatever it may be.  
 
      
 
    The next step is to take all of the strategies that you learned in this book and put it forth in your trading. The Forex is not going to be easy trading, but any trading that is worth it never is. You are going to be able to do the trading you want, but it is going to come with risks, so it is important that you understand what you are doing before you start doing it.  
 
      
 
    Do not be afraid to talk to someone who has more experience than you do or to do some demos because you are not going to want to lose everything right off the bat!  
 
    


 
   
  
 

 Options Trading: A Beginners Guide to Option Trading Unlocking the Secrets of Option Trading 
 
      
 
   
  
 

 Description 
 
    Trading, in general, can be confusing. Options trading can be even more confusing. This is especially true if you don’t know what you are doing or if you have never dealt with trading in the past.  
 
      
 
    Just because you’re a beginner, though, doesn’t mean that you have to stay that way. When you read this book, you will be able to learn all of the basics that you need to help make your options trading career more successful. I can’t guarantee that you will make money from options trading, but I can guarantee that this book will provide you with the tools that you need to start making money.  
 
    


 
   
  
 

 Introduction 
 
    Congratulations on downloading your personal copy of A Beginner’s Guide to Options Trading. Thank you for doing so. 
 
      
 
    The following chapters will discuss some of the many different aspects of options trading. 
 
      
 
    You will discover how important it is to make sure that you are getting a good deal on the trades that you do.  
 
      
 
    The final chapter will explore how options trading can work to give you passive income. 
 
      
 
    There are plenty of books on this subject on the market, thanks again for choosing this one! Every effort was made to ensure it is full of as much useful information as possible. Please enjoy! 
 
    


 
   
  
 

 Chapter 1: Understanding Trading as a Whole 
 
    Trading is essentially the process of making money through smart decisions. You can buy and sell different pieces of companies and businesses, known as shares, through the process of trading. The beauty of this is that you are able to make money from it.  
 
      
 
    When you are trading, you will first start out by making an investment. This can be a large one or a small one, but most people start with just a small one so that they are not going to be out a lot of money if they happen to make a poor choice with the investment (as beginners often do). The point of trading is to have as little risk as possible when you are trading so that you will be able to keep things as profitable as possible, or break even at the very least.  
 
      
 
    After someone has initially invested in something, they will then allow it to sit for a period of time. Some people choose to just trade through the course of one day. They don’t make a lot of profit at once, but they normally have many different investments that they are working with at any time. When they do this several days a week – known as day trading – the profits typically build up. Others, though, want to let their investments sit for a week, a month, a year, or sometimes even longer. When they do this, they watch the price of the investment closely and then when it is at its highest, they sell their shares for profit.  
 
      
 
    If you are planning to start trading at any point in your life, you need to know that there are differences in trading types and that you should stick to one type of trading. For example, if you have chosen options trading as your niche, you should not try to start real estate trading or investing in anything else other than what you started with.  
 
      
 
    Picking a niche is the only way that you will be able to turn into a professional. You need a niche so that you can focus on one thing. When you focus on only one thing, the experience that you gain is a lot more focused, a lot more valuable, and a lot more profitable. As a result, by working with niches, you also become a better investor.  
 
      
 
    Picking a niche like options trading is a great way to get started with trading and is something that most people will be able to handle when they are just getting started in their trading career. It is important to note that options trading isn’t necessarily easy. In fact, it’s not easy at all, and can be quite risky. However, it is something that you can learn in a short period of time.  
 
      
 
    If you are going to start options trading, you need to learn as much as possible about it so that you will be able to be successful at it; otherwise, you run the risk of making a poor investment and losing big. That’s where this book comes in. 
 
    


 
   
  
 

 Chapter 2:Options Trading in a Historical Sense 
 
    Options trading is something that is currently very popular, and it is one of the biggest forms of financial trading in the world. Billions of dollars in contracts are traded on a yearly basis, and that is something that, obviously, has a huge effect on the economy in all areas of the world. Because of this, many believe that options trading in its current form has been around for hundreds of years, but that simply isn’t true.  
 
      
 
    Options trading, as we know it today, started just about 50 years ago and has ballooned since then, becoming bigger and offering more trading opportunities for people who are thus interested. Because of the risky nature and historical tendency to lead to speculative bubbles, some investors are still leery about options trading.However, modern options trading is relatively safe.As an example of how young modern options trading is, the Chicago Board Options Exchange is one of the oldest modern options exchanges and it has only been around since the 1970s.  
 
      
 
    Looking at Futures vs. Options  
 
    Futures and options are really close to being the same thing. The biggest difference lies in the way that you are able to carry out the contract. For example, you are able to sell your options at any time that you want. With futures, you have to wait until the end of the contract if you want to be able to sell the investment and start to profit off of it.  
 
      
 
    Futures are very limiting while options are very flexible in terms of selling for a profit.  
 
      
 
    Ability to Sell Your Options  
 
    One of the biggest benefits to using options is that, as I said, you can sell them at any time that you want within a certain timeframe delineated in the contract. However, this also means that you need to make sure that you are going to truly profit from the options contracts that you have established. 
 
      
 
    Because there are so many different aspects that go into trading, especially when you have somethingso functional and important as options contracts, you will be able to look at the different key points of shares and contracts,as well as the way that they are building up value while you have them. Once you’ve evaluated everything, if you want to sell your options and the price is at a good point, you can stand to make a huge profit off of them.  
 
      
 
    Change in the Way That Options Work  
 
    Throughout time, people recognized that there was a need to have a way to speculate on future values. Many investors liked the way that trading worked and they especially liked the way that futures worked, but they did not want to have to wait until the end of the contract to be able to profit from the trades. This was something that they always kept in mind, but it took off when options trading became a reality. There are many ways that options trading works to help enterprising investors out, and allowing them the chance to sell their investments off at anytime that they want at a certain price point gives them the flexibility that many people hope for when they are trading and when they are doing different things.  
 
      
 
    Options in the Past  
 
    Despite the fact that options are a fairly new concept in the world of modern trading, the idea behind options trading is ancient. As far back as ancient times, people were speculating on certain markets. This was something that the modern traders to base their options trading ideologies on, and it allowed them the chance to make sure that they were truly doing things the right way by comparing their set-up to the mistakes of the past, such as the Dutch Tulip bubble. 
 
      
 
    Options trading historically served the same purpose it does today: a way for people to make money off of their intuition for judging market directions. While they did not necessarily call it options trading at the time and they certainly did not have the technology that is available today, the principles behind it were the same.  
 
      
 
    Having Regulations for Options 
 
    When futures trading first started, there were a lot of regulations for it, and people had to follow each of these regulations to make sure that they were going to be able to get the best experience possible when it came to the trading opportunities. In other words, the regulations served both the investors and the economy by preventing speculative bubbles. 
 
      
 
    The same is true for options trading. However, with options trading,the regulations didn’t really start to pop up until after the concept of options trading had been long developed. Because of this, the process for developing regulations was a little different than it had been for futures, as the process for developing regulations for options trading had been based in the historical mistakes of speculative trading.  
 
      
 
    Obviously, having the ability to look at past options trading scenarios was helpful when the regulations were being made. Looking to the past will invariably teach you a lot about the future. The same is true for options trading. There are a number of regulations in place based on the early mistakes of proto-modern options trading and early speculative markets. 
 
      
 
    In other words, the regulations for options trading may seem rather extensive, but they are as they are for very good reason.


 
   
  
 

 Chapter 3: The Basics of Options Trading 
 
    There are a few things that you need to know before you start options trading. You need to know what options trading is, the basic language you will find in the trading world, why people choose to work with options contracts, the different orders that you can use with options trading, and the way that options work. 
 
      
 
    Definition of Options  
 
    Options are a type of trade that is in contract form. The buyer of the contract is then able to sell the asset that comes along with the contract at a specified time for a specified price. Essentially, it’s a promise from one person to another to either buy or sell something at a given price, regardless of its real market price, at a certain point. The price does fluctuate both up and down when it comes to the total value of the options, as a response to the market price and the contract price. Because of this, you can be sure that you will almost always make a profit on the options if you know the right way to buy them and know the specific terms of the contract.  
 
      
 
    The biggest thing with options is that they do have an expiration date. If you do not have a chance to sell it off before that time, then you will lose your money because the contract is void.  
 
      
 
    Language You’ll Hear in Options Trading  
 
    Call option – This is basically a contract in which Person A tells Person B that Person B is allowed to buy commodity/stock C at price x, regardless of market price y, as long as Person B exercises their contract by expiration date d. 
 
      
 
    Put option – The inverse of a call option; Person A tells Person B that Person B is allowed to sell commodity/stock C at price x regardless of market price y, as long as Person B exercises their contract by expiration date d. 
 
      
 
    Derivative – the total value of the security that comes from the purchase amount and the assets that stand underneath the total value of the contract 
 
      
 
    Expiration date – the point in which the contract will expire, and it will then not be able to make any more money. If a contract holder does not sell the contract before that time, he or she will lose out on the money that was paid for the contract. 
 
    Long position – The person who is buying an options contract is in the long position. They have the option, though not the obligation, to exercise the contract by a given date. 
 
      
 
    Options contract – the actual contract that is purchased as an investment. It outlines the price, the value that is going to come and the expiration date of the contract at which point it becomes completely useless to the people who have the contract and who want to be able to sell it. 
 
      
 
    Reasons for Options Trading 
 
    The two biggest reasons that most people use options trading as their main form of investment are speculation and hedging. When it comes to these two particular niches, options fill them out particularly well.  
 
      
 
    The speculation part is easy. Options trading allows you to essentially bet that stock/commodity c will rise to price y by date d. If you buy the stock/commodity c at price x, and it rises to price y – which just happens to be $10 more than price x – then you gain a total of $10 per share/unit in profit, if you turn around and sell the asset/commodity instantly at price y. You get the $10 in profit per share/unit because the options contract allowed you the ability to buy the stock/commodity c at price x even when the actual market price was y. So, with options trading, you can assume that an asset or commodity is going to rise in value massively for some reason or another, and then get an options contract now letting you buy it at a set price later, so that you can turn a profit simply selling the asset or commodity at market price. 
 
      
 
    Hedging, on the other hand, is one of the lowest risk tactics in options trading. The people who use hedging are able to get more out of the experiences that they have because hedging provides an assurance that their money will be safe. The options that you purchase will only be available so that you can reduce the amount of loss on your investments. If you are going to hedge with options, you need to make sure that you are doing it in combination with other stocks and trading options that you have.  
 
      
 
    How it All Works  
 
    If you have a contract that has different guarantees on it when it comes to finances, you will be able to use that contract to make sure that you are going to get more money from the various assets and commodities that you’re working with. The market price of a stock that you have may be at a certain point at any one point in time. Then, the price may go up. Depending on what the options contract was written with, the price will go up with it. The contract is usually worth 100 times the rise in the stock because it is 100 shares worth of that fund.  
 
      
 
    For example, if you have an options contract that says you have 100 shares of a stock for company X, then when the  price of the stock rises for company X, so does the value of your options contract. If company X goes from a value of $10 to $18, then your contract will also go up by eight points. Because you have 100 shares within that contract, it will actually be worth $800 more.  
 
      
 
    Orders for Options Trading  
 
    When you have an options contract, you will need to create some orders that will tell your broker to do specific things. These can be things like stopping the options from losing too much money or simply limiting the amount of money that gets spent on the options. If you know which order you want to use, you will be able to make sure that you are going to truly be able to have your broker do the best work possible.  
 
      
 
    Limit orders give your broker the price that you will buy or sell for.  
 
      
 
    Stop limit orders will limit the way that you are able to change your money around between different options trading contracts.  
 
      
 
    Market orders tell your broker to only act if the options stock is at a specific market price.  
 
      
 
    Stop market orders do the same as stop loss, but they are based on the market value of the options stock.  
 
      
 
    Stop loss orders are just like any other type of stop loss. You tell your broker where you want to stop losing money at.  
 
    


 
   
  
 

 Chapter 4: How to Get Started with Options Trading 
 
    One of the hardest parts of options trading is actually getting started with it. You will need to take several steps if you want to start trading and each of these steps will require you to do different things. The great part about stock options and options trading is that you will be able to use the previous starting points that you had with options trading if you ever make the decision to start a new type of trade. There are many different things that you can do when getting started out with stock options trading, and it’s important that you give all of them ample thought. 
 
      
 
    Understand Your Goals 
 
    You should know what your objectives are before you start options trading. This is to help you have a clear idea of where you want to be when you are getting started, so that you can make sure that you are making all of the right options trading decisions for you. It can sometimes be difficult to know what you want to get out of stocks and trading.  
 
      
 
    Do you want to make a little money on the side? Do you want to replace your full-time income? Are you hoping for passive income?  
 
      
 
    Each of these things will help you to have a better understanding of the ultimate goal that you have in mind. You need to make sure that you are on the right path to get that which you want when you are looking at the different paths within an options trading career. 
 
      
 
    Try Strategies 
 
    There are several different strategies that will help you to have a better understanding of the way that options trading works. Following these strategies can be complicated at worst and stupidly simple at best. The majority of the strategies that people use for options trading are outlined in this book so that you can follow them and make sure that you are getting the best experience possible with trading.  
 
      
 
    Choose the one that best lines up with your capabilities and with the end goal that you have for your trading. If you know what you want to do with options trading and if you work to always make sure that you are getting to that point, it will be much easier for you to figure out the specific steps that you need to take while you are trading. 
 
      
 
    Always Use a Broker 
 
    Having a broker is one of the only ways to ensure that you will be able to be successful with options trading. A broker can not only help you get the best advice that you need for trades, but he or she will also help you to figure out where you need to go with each of the trades that you have. It is a good idea to try different things that the broker suggests and to make sure that you are going to be able to use these options when it comes time to trade. There are many different aspects of trading so be sure that you are paying attention to all of them.  
 
      
 
    The broker will not only be able to help you figure out what you need to do with trades and with the options contracts that you have but will also be able to help you figure out if you meet the requirements for being able to get involved in options trading. 
 
      
 
    Can You Participate?  
 
    There is a chance that you may not be eligible for options trading. About 30% of people who have the goal of options trading are not actually able to do the trades that they want to do. There are different factors that go into determining your eligibility, but the majority of them have to do with risk. If you are deemed to be high risk, if your portfolio is not large enough to satisfy the requirements, or if you show that you are somehow not able to fit options trading into your portfolio in a way that makes sense, you will not be able to participate in options trading.  
 
      
 
    Just like with other parts of trading, things can always change, though. Keep that in mind when you make the decision to try new things with options trading. You will be able to try new things, and you can even change your eligibility with time.  Eligibility for options trading, indeed, is something that everyone can work toward.  
 
      
 
    Before you make the decision to invest in options trading, always check with your broker to make sure that you are eligible to do it.  
 
      
 
    The Trading Account 
 
    Once you have determined whether or not you are eligible for options trading, you will then be able to start your trading account. This is generally different from a traditional trade account in that it is a margin account. You can make sure that you are doing everything right with options contracts by starting up the margin account before you put the money into the stocks. It is a good idea to know what kind of account you are going to have and what the initial investment is going to look like for you when you start out with any sort of trading.  
 
      
 
    If you do not already have a margin account, you will need to talk to your broker about it. This is where all of the options trading actions will occur so you need to make sure that you are making a worthwhile decision about your trading account. This will essentially serve to make sure you’re getting the most bang for your buck. You can also make sure that you are getting the best experience possible when your broker starts your margin account with you. 
 
    


 
   
  
 

 Chapter 5: The Different Types of Stock Options 
 
    There are different types of options contracts that you can choose from when you are getting started. The type of option contract that will work best for you will depend on the total capital that you have to put into the account along with the risk that you may carry. There are different things that you can choose from, and you should make sure that the options contracts that you act on line up with your goals.  
 
      
 
    Overview of Options  
 
    Options contracts largely depend upon the volatility of a stock and the amount of money which is invested. It is important to note that all of the different types of stock options can be deducted from that first initial capital function. It is a good idea to recognize that you will be able to put more money into the options stocks that you have within the contracts, but you will never have the option to lower your initial investment amount. You can always invest more but you can never uninvest without taking a potential loss.  
 
      
 
    Buying or Selling  
 
    When you are looking at the options contract that you have, it will be clear to see whether or not you are the buyer or seller. Your position will be outlined, and you will be able to figure out what the difference is between the two different parties. In each of the contracts that you have, you can only be the buyer or the seller.  
 
      
 
    For example, if you are the buyer of one contract, you will not have the opportunity to be the seller of that same contract. Instead, when you are ready to sell – and not just buy - options, you will need to make the decision to set up new contracts with assets that you already own (or intend to own). You can always ask your broker for assistance, here. 
 
      
 
    Striking Price 
 
    In the contract, the price is listed. The strike price is the point at which you can buy the option that is listed in the contract. It is important to note that you will not be able to buy before it reaches that price. Period. 
 
      
 
    If you are a buyer on the contract, you will also have a strike price at which you can sell. This tells you that you cannot sell until it hits the strike price. It is clear to see that this is much different from what is offered with futures. When there is a future, there is no specific strike price, but there is a strike date. The seller cannot sell before it reaches that point on the calendar. With options, you can still sell before it reaches any type of date (and you should sell before it hits the expiration, certainly) but you need to just be sure that it is at the right price. 
 
      
 
    The Expiration 
 
    Every single options contract will have an expiration date. This is something that must be closely monitored. For this reason, you are advised to have a broker. The broker will be able to tell you what you are doing and when the expiration date is approaching. If you find that you are getting close to the expiration date, you need to sell off the option even if your profit is not as high as what you would like it to be. If you don’t, you’ll lose the money that you initially put into the investment, and that can be a terrible way to start out with options trading. 
 
      
 
    Premium Investment 
 
    Your premium is basically the same as any other type of premium that you would see in investing and in stocks. It is the amount of money that you paid to purchase the options contract. 
 
      
 
    Make sure that your premium is enough to purchase the options contract but is not so much that you are going to lose a large amount of money on the trades that you are doing. You should always be careful with the stocks that you have,but options are a whole other ballpark of carefulness. Since they are somewhat of a risk, you definitely want to go for one that has a lower premium. If you do this, you will put yourself as a lower risk investment which will not only help you to lose less money but will also make you have a better appearance with your portfolio. 
 
      
 
    Style of Option 
 
    There are two main styles of options stocks.  
 
      
 
    American style – you can use the rights that you have in your contract at anytime that you have the contract in your possession. You do not have to wait until the actual expiration date so that you have more time to keep yourself from losing money. You can sell at any time after the price has hit the strike out amount.  
 
      
 
    European style – you are required to wait until the actual expiration date to be able to use that selling option. This can be a problem because it is sometimes difficult to sell a stock in one day. For example, you cannot sell the stock until you have reached the expiration date, but if you go for longer than the expiration date, you will lose out on the money that you have in your stock option contract. This is detrimental because you will not have that money that you put into the premium of the contract, so you will start out with a loss.  
 
      
 
    While the American option is the more popular among people who are trading, it is something that you will need to decide for yourself. Other than the expiration date specifics of each style, there are no major differences between the two styles of option contracts. 
 
    


 
   
  
 

 Chapter 6: Choosing Index Options 
 
    The Index Options are slightly different types of contracts, and working with them can drastically change the way that you are working with options contracts. They are simply another style that you can use when you are trading and when you have the different aspects of your trades lined up. When you choose to use an index option stock, you are simply choosing a different way that you can invest your money in the stocks that you think will be profitable.  
 
      
 
    Indexes 
 
    The most common type of index options that are available is the DJIA and the NASDAQ, which are both included in different sectors. The Dow Jones is included with companies that have very large caps on them. The initial investments, or premiums, are usually much higher with the DJIA. With the NASDAQ, you will be getting an investment that is closer to the technological side of investing, but it will cost you much less money than if you were doing it in any other way. 
 
      
 
    Choices 
 
    You can choose any sector within the two major types of indexes. This will allow you the chance to make sure that you are going to be able to get the different benefits that come with the sectors. If you are particularly interested in a sector or if you find that it is one that seems to do well according to the research that you have done, you should make that choice. It can sometimes be difficult to decide what you have done and what you are going to do in the future. If you do not know what choice you are going to make, it is wise to check with your broker. While the broker will not be able to tell you which decision you should make, he or she can give you the various beneficial points that come with each of the investments.  
 
      
 
    Advantages 
 
    The best part about the index options is that you will be able to profit in several different sectors when it comes to investing. You can get your hands into the business of many different types of investments, and that will help you to get exactly what you need with your investing opportunities. You will also be able to make more money.  
 
      
 
    The more streams of income that you have that come from investing in general, the more you will be able to profit and the more you will be able to benefit from all of the different stock price increases.  
 
      
 
    If you are going to use index options for stocks, you should make sure that you are trying more than one sector. Doing this will enable you to truly get an understanding how each of the sectors works, as well as giving you the added perk of diversified investments. 
 
      
 
    Settlement  
 
    The cash that comes from index options is the settlement amount. Since you are not actually purchasing money or investing cash in the way that you would with traditional investments, you will need to make sure that you are converting your indexes into cash. While this can sometimes be difficult to do, you need to make sure that it is something that you are prepared for. The difference in the values of the index is calculated by using the strike price. What is leftover from the strike price is what you will collect on in cash. That is what your return will be. 
 
      
 
    Capping Index 
 
    The capped index options are available to people who have options contracts. They were created so that the index option can be sold off as soon as it reaches the cap. There is no other type of trading option that gives you this type of choice. When you are making the decision to invest in options stocks, you will need to determine whether or not you want to take advantage of the capped index options and whether or not that is going to be worth the extra amount that you need to do to get to that point. 
 
      
 
    Risk Leverage 
 
    When you are looking at the risks that are associated with Options contracts and the index style of these stocks, you will need to figure out which ones are the riskiest and which ones are going to bring a low risk to you. Of course, the lower that you put the premium, the lower the risk is going to be for the stock options so you should always keep that in mind when you are looking at stock options and at the different aspects that come with them. Be sure that you are always leveraging the risks that are associated with the trades so that you can make sure that you are putting all of the options that you have in your trading portfolio. 
 
      
 
    Multiplied Contracts 
 
    When you are choosing your index options, you can get a contract multiplier. This is something that will allow you the chance to cash out on the value of the index and of the options contract that is included with the index. Make sure that you are using the options contracts that you have to be able to get the best experience possible for your trade options. Always work to provide yourself with the best trades for your portfolio and for the different things that you are adding to it.  
 
      
 
    The Premium 
 
    As with traditional options stocks, you will need to pay the premium with cash. It’s sad, but true; paying premiums is an absolutely necessary part of working with options. If you are using cash for your premium, you will then be able to get the multiplier and cash in on the amount that the options stock has built up for you over the period of time that you have had it in your portfolio. 
 
    


 
   
  
 


 Chapter 7: Choosing Currency Options 
 
    There are different trade options that will make a difference depending on the type of trade that you are doing. With options stocks, you can choose to use the index option, which is beneficial to people who do not want to deal in currency. The other option that is available, though, is currency. This is where you invest your money into the options stocks, and they are able to use the different types of currency within their own functions. This is something that is necessary if you want to be able to get the best experience possible and if you want to make sure that you are going to get your full investment back – and hopefully more.  
 
      
 
    While there are no multipliers with this type of options trade, there are different benefits that will help you to get back more cash when it comes to your trading. You do not have to worry about how much the trade value is going to change because the index does not play a part in this. You will simply have to worry about whether or not the currency that is present in these situations is fluctuating. If it is not, you can just collect on the amount that you initially put in as the financial premium.  
 
      
 
    The forex (Foreign Exchange) options provide a tool that traders and investors who are in the options contract trading business can use to make profit. They do not have to purchase the actual currency to be able to get to this point and simply have to use the leverage that they have within their portfolios so that they can make sure that they are getting the most out of the trading options available to them.  
 
      
 
    The contracts can be held when there is a currency options trade going on. This will help to reduce the amount of risk that occurs from trading and will help to prove that there will be profits from the different options that are included in all of the trades. When looking at trades, brokers and investors will both be able to see that a held contract is always a good way to reduce risk.  
 
      
 
    Choosing a currency option stock will always be lower risk than an index stock, but the payouts are often also much lower when you are using the currency trade models.  
 
      
 
    If you are using the forex model for your currency options trading portfolio, you will need to make sure that you are doing it the right way. There are different options when it comes to each of these, but they all involve the use of the forex system. If you do not want to use theforex, you will need to find a broker who does not participate in it. Brokers are not able to do forex options in addition to forex trading, because of the implications that come along with it. Investors, though, are actually able to choose two different brokers who do these things.  
 
      
 
    While there are regulations on the brokers and how they each can do the different things with the trading, there are very few on the investors when it comes to currency options trading. This is necessary for people who want to make sure that they are going to be able to get the most money possible from the trades that they are doing. It is also something that can help investors to realize what they are doing with the different trading options.  
 
      
 
    SPOT  
 
    The SPOT style of trading is intended for people who have a huge amount of startup capital they can use in order to get into forex trading. It is a high investment option and is generally not recommended for beginners, but some who have chosen it as their first options trading stock have done well with it. If you have the right broker who is able to use your stops and calls in the way that you want, you will be able to get a much better outcome from the SPOT trading option.  
 
      
 
    When you do Single Payment Options Trading, or SPOT, you will be able to bring about the different trading options. SPOT is created to automatically help you get the trades that you want. You can set up everything before you start trading and it will help you to get the payout options that you want. It will also give you the chance to be able to include all of the different aspects of trading. With SPOT, you will get a payment each time that you have made a prediction on the options trade and you are right. For those who are confident in their prediction skills, it can actually be worth the higher investment.  
 
      
 
    Call Options 
 
    The calling options that are included with the different forex styles operate almost identically to index options trading, but they are different in the sense that they involve real cash and currency that is going to change depending on the market and what is going on with the various businesses. If you know what you are doing, you will be able to call out the options and the information that is contained with each of them.  
 
      
 
    As you learn more about the call options and about the different things that are associated with the call options, you will be able to adjust the different types of options to your calling point. It is always a good idea to include the different things that are reduced with calling and putting the information into the algorithms. As you are learning more about the way that things are done in trading, the chances are that you will want to switch from this type of forex trade to one that allows you to get a single payment.  
 
      
 
    While call options are great for people who are just getting started in options trading, most usually move onto the SPOT model where they can get higher payouts for a slightly higher risk. 
 
    


 
   
  
 

 Chapter 8: ETF and The Future Options  
 
    Just because options trading is slightly different from future trading does not necessarily mean that you can avoid everything about futures trading. It can sometimes be difficult to figure out exactly what you need to do to make sure that you are going to get each of the different options contracts to go your way; knowing more about everything related to options can help with this, including futures.  
 
      
 
    As you are looking at the options stocks, you should also consider the ETF, or exchange traded funds, along with the future options so that you can make sure that you are getting the best deal possible.  
 
      
 
    Exchange traded funds are the mutual funds of the options trading world. They are handled just like mutual funds, and they can be traded like stocks and shares are traditionally traded. If you are working with the different types of ETFs, you can look at them in the same way as mutual funds and trades.  
 
      
 
    You do not need to have a special margin account to be able to use ETFS. This is because they are available and it is legal to trade them on the regular stock exchange. You don’t have to worry about the way that they are being traded or any of the implications that come along with using a smaller account or a margin account that could bring about problems in your portfolio. Always make sure that you are working with your ETFs in the same way that you would work with traditional stocks and shares.  
 
      
 
    Diversity 
 
    When you are using options trading, ETF is one of the best chances at gaining diversity in your portfolio. Since they can be traded on the open stock market, they are simple to add to your portfolio, and they can make a huge difference in the way that your portfolio looks. Always make sure that you are trying new things and that you are working to promote the different aspects of your portfolio. With ETF, you can see that there is a major difference in the way that stocks are traded in the field.  
 
      
 
    Larger Volumes 
 
    ETFs are also great if you want to have a large volume of stocks. They can be purchased in mass quantities, but the prices are generally close to the same of what a similar stock would cost you on the open market. Since they are slightly more complex than a traditional stock, they will eventually grow to be worth more than what the stocks are. This will give you the chance to see that they can be traded and they will be able to be purchased for different amounts. It is always a good idea to try out different stocks and to make sure that you have things like ETFs available in your trading portfolio so that you don’t have to worry about the implications that come along with not having a diversified portfolio. 
 
      
 
    Risks 
 
    Perhaps one of the biggest benefits that come with ETFs is also their downfall. Since they are so complex, it is important to note that they cannot be used in the way that other stocks are able to be used. You must make sure that you are diversifying your portfolio heavily. Since you have them in there, you need to trade them.  
 
      
 
    If you have never had a complex stock like an ETF, you will want to check with your broker for advice on what can be done with the stock and the way that you can work to make sure that the stock is truly working for you. 
 
      
 
    Futures 
 
    Despite the fact that futures were the forerunner for options trading, they have not become completely obsolete just because options are now more prominent. In fact, there is actually a chance that futures have grown in popularity as a result of options trading. If you are hoping to diversify your portfolio even further, consider futures but also consider the implications that come with future trading options. 
 
      
 
    The Stock Exchange with Futures 
 
    Similar to options trading, you need to make sure that you have a specific margin account that was designed to be used with futures. This will help prevent you from running into major problems that could happen in the Open Stock Exchange. You cannot use futures on the stock exchange, and they will be separate from it despite the fact that the returns will be determined based on the stock exchange. Try to find the best margin fund for your futures so that you can have them separate from your options trading. 
 
      
 
    Pricing  
 
    The premium that you would typically see with a future is usually about the same as what you would see with options stocks. This is because they are very similar. Where you must wait for the date with futures, you must wait for the price with options stocks. It is a good idea to always try and make sure that you are dividing your investments evenly between the two so that, if you lose out on one, you will still have a chance to profit on the other. 
 
      
 
    Strike Dates 
 
    There is no expiration date on the futures. This is because they are meant to go infinitely unlike the options trading. There is, however, a price that you must reach before you can buy or sell the contract. That is the downside to the trades and is something that propelled the reasoning behind the options trading. It is important to know that you cannot sell unless you are at that price. You must also be able to reach a future date before you can sell. Without the expiration date, you don’t have to be in such a hurry to sell, but you do have to wait a specified amount of time. 
 
    


 
   
  
 

 Chapter 9: Options Trading Strategy Terms 
 
    You should never jump into options trading without knowing the implications of it and the various things that you can do to make the trades better. You need to know the strategies that are available to traders, if you want to ever have a chance at making things work out within your trade portfolio. It can be easy to get caught up in the problems that come along with options trading, so make sure that you are always following the prescribed strategies so that you do not miss out on the money that you could be making from each of the trades.  
 
      
 
    To get the best advice on the strategies, you will need to know the terms that are used.  
 
      
 
    Bull – investor who wants to make the market asset increase. It is someone who buys up the assets and then sells them once it increases. Functions as a traditional type of investor. 
 
      
 
    Bull spread – when the bulls work to make sure that they are able to get the different things that they want in the options trading. They will often buy up several different trade options, and then they will sell them quickly. They operate as professionals and are often able to predict when there is going to be a change in the market.  
 
      
 
    Bear – completely opposite from bulls. They look for decreases in the market, and they sell off their options trades in anticipation of the drop in the price. They will then repurchase them at the lower price later on when the prices do go down.  
 
      
 
    Bear spread – the same thing as a bull spread but opposite on the level that they sell and re-buy the trades that they have worked with before.  
 
      
 
    Downside – when the hedging tool helps you to limit the loss that you have on your assets. It is often used in combination with options contracts so that you can make sure that you are getting the most out of the other types of investments that you have in your own portfolio.  
 
      
 
    Vertical – the investor wants to sell and buy at the same time. This usually does not happen exactly at the same time, but it is within a few seconds of the happening that comes along with the trades. It is necessary for investors to make sure that they are losing out on the bad deals and gaining profits on the good options trades.  
 
      
 
    Collar – another type of protection that will work similarly to hedging and will provide the investor with the security that they need when there is a huge dip in the stock market. By putting a money option into the options trade and then writing the option as if he or she were out of money, they can make sure that they are using the collar to protect themselves.  
 
      
 
    Straddle – when an investor is riding both of the options that they have. They can actually do this with more than one option, but it is usually difficult to do so especially for investors who are just starting out. They must then make a decision which one they are going to jump on and take the investment opportunity with. 
 
      
 
    Strangle – the way the investor is able to work with two completely different types of investments. The investor will do all of these different things at the same time, and the intent is for the option contracts to increase in value. Investors should know which direction each of the options are going and they should be confident in the fact that they are doing different things. If an investor does not know the direction that the investment is going in, there are implications that can often cause the investor to lose the money that they have put into the options trades.  
 
      
 
    Butterfly trading – this is similar to a vertical trade, but it is different in that itis on a much larger scale. It involves using several different options trades and making sure that they are being simultaneously sold and purchased at the same time. An investor will do this if he or she thinks that there is going to be a big change in the market. By selling and buying at the same time, he will set himself up for the changes that are going to come in the market, and it will make things much easier when the change does happen to the market – whether it is a drop or a rise in the price.  
 
      
 
    If you are able to look at each of these terms and know what they mean in a grander sense, you are then ready to move onto the next chapter. If you feel that you are still not familiar with them, study them and apply them to real world situations.  
 
      
 
    The easiest way to practice the terms, learn what they mean, who they apply to, and the way that you can use them on your own is to create a practice scenario. Figure out the trading scenario that you want to come up with and label each of the parts of it. If you are confident with your trading terms, you should then try to learn the different aspects of the trades and what they will mean to you.  
 
      
 
    It is always a good idea to make sure that you are familiar with the basic terminology because that is just the starting point.  
 
      
 
    While these terms are helpful and they can create a better outlook for you while you are investing, you will be able to learn much more when you start the true trading process. You will quickly find that these are just a starting point and that there are so many more points that you will need to keep track of when you are doing different things in the trading field. Always learn as much as you can and make note of it. Consider keeping these terms handy so that you can use them later on. 
 
    


 
   
  
 

 Chapter 10: The Options Trading Strategy 
 
    Learning the different types of strategies that are available to you will help you to make the right choice when it comes time for you to start trading and getting the profits that you desire from the trades that you make. It is a good idea to be sure that you know which strategy is going to work for you based on the goals that you have set up for yourself. When you are working to make sure that you are choosing the right type of strategy, you can figure out which options line up with the goals that you have and how you want to involve all of the different aspects.  
 
      
 
    Long Position 
 
    People who want to buy a lot before the price increases generally use this type of strategy. If you want to create a large profit over a long period of time, you can take advantage of having a long position available to you.  
 
      
 
    Since you can base your position off of the leverage that you are going to get from the trading options, you will be able to use the leverage to your advantage. If you have a very strong portfolio, the long position will work the best with you.  
 
      
 
    If you are going to invest your money, consider doing so with the $5,000 model in the shares that you are going to use. If the average price of the shares is $127, you can get 39 shares out of the company. If you want to add just a bit more money, you can get the full 40 shares out of the company. If the shares go up over the period of time that you have them in, your shares’ value will go up, too. When you are investing in the shares, you need to keep in mind that it sometimes takes a long time to get a return on the shares. In the short time that the shares went up by just a few dollars, you would have profited only around $120. If you wait just a little longer, the shares will probably rise again, and you will be able to profit even more from the initial investment that you made. The long position takes patience and time, but it is often worth it if you want to get the highest profits possible.  
 
      
 
    Short Position 
 
    You can purchase the stocks for a short position if you do not want to risk a lot of money. Wait until the price goes way down before you buy them and then allow yourself the chance to purchase them at a low price. Before they drop again, sell them. This would make you a bearish type of trader in a market that is bullish. You can try different things with short positioning, but you will almost always profit more if you can sellthe shares for a profit quicker. After you have sold them (before the decrease), you should wait until the decrease happens. When it does, use the profit that you received from selling them and then buy them back up again. Do this over and over again until the market stops decreasing.  
 
      
 
    Most of the people who are taking options trading approaches for the first time will generally use this type of strategy. It is safer than long positioning, it brings profits in right away, and it makes it easier for people to be sure that they are going to get the best return possible for the trades that they have. It is also something that will show you how much money you can make from options trading so that it will give you a boost at the beginning.  
 
      
 
    Calling Covers  
 
    If you combine the short and the long positions together, you will get the strategy that most people use once they are comfortable with both short and long. You should first learn the short position. Next, take a bull approach and try to use the long position. From there, you can combine them both. Buy stocks when they are very low and hang onto them until they are very high. Sell them off before the decrease and then repurchase them so that you can make sure that you are making money when they are at the lowest amount possible. If you want to be able to get the best experience possible with your trading, you will be able to learn both short and long positioning.  
 
      
 
    There is not a single investor out there who is successful and who only uses either short or long positioning. All of the best investors will be able to use both of them in combination with each other so that they can make sure that they are getting the best experience possible. It is necessary for investors to make sure that they are going to be able to do everything that they can when it comes to their position.  
 
      
 
    Protection  
 
    There are times when you may come across options trades that seem like they are going to be risky. You may see that their returns are going to be great but the initial investment is very risky and something that you will have to weigh against the potential benefits. If you go for this risky sort of investment, consider the protection that comes with it.  
 
      
 
    Similar to how you use options stocks to create a hedge for your traditional trading, you can also use hedges for the options stocks. This will help you to make sure that you are protected and that you are going to be able to be as protected as possible from any negative ramifications. You can be unafraid to take risks that are associated with trading when you know that you have a hedge in place that can protect you. Be sure that you do this when you know that the rewards are going to be better than what some of the risks are. Your financial protective structures will help to balance the weight with the problems. 
 
     


 
   
  
 

 Chapter 11: Ensuring Success with Options Trading 
 
    There is no way to guarantee that you are going to be successful 100% of the time with any type of trading, especially options trading. The idea behind options trading is that it is slightly riskier than any other type of trading, but on the other hand, if you do it the right way, you will witness some of the largest returns you will ever see across any form of trading. The general idea in the world of finance is that the amount of risk is correlative to the amount of reward. This is true even with options trading. It may be hard to figure out the right way to do it but following each of these tips will guarantee that you have given yourself a chance to make money from the trades that you have initiated.  
 
      
 
    Build Capital  
 
    Before you start investing in any way, you need to build up capital. You cannot expect to have good returns on an investment if it is just a small amount. While you may be very proud of yourself for having 100 dollars in your bank account, the bad news is that this is just not enough to get started with investing. If you want to be able to even come close to purchasing worthwhile options contracts, you will need far above $1,000 to get started. You can get cheaper ones… but the thing is that those contracts are cheap for a reason. 
 
      
 
    Keep saving, and you will, eventually, have the money that you need to invest. By the way, are you using a high-interest savings account to save that money? You should be!  
 
      
 
    Wise Investment  
 
    No matter what type of options trade you are going to get involved in, you need to make sure that the investment is one that makes sense. Do all of the required research on the company before you invest your money into it. If you don’t do this, you will risk not getting the return that you want from the investment. An investment is an investment. Why would you invest into something that you know nothing about? You will probably struggle at first when it comes to all of the different aspects of options trading, and you may find starting out that it’s even a bit overwhelming. However, always try your best and keep a close eye on the different market approaches to trading. Wisdom comes solely from experience. 
 
      
 
    Take (Some) Risks  
 
    There are always going to be risks with trading. Whether they are risks dealing directly with your capital supply or risks dealing more specifically with your different investitures is dependent upon how good of a trader you are. Be sure that you work hard to take the right kind of risks and that you are taking the right kind of chances. You should learn what you are comfortable with when it comes to the risks that you are going to take. How much do the benefits outweigh the risk? Is the benefit big enough that it will be worth it if you lose the money that you put into the investment? If your answer is no, you probably should not take the risk.  
 
      
 
    Adjust Your Positioning  
 
    If you find that you are struggling to get the positioning right with your investment, you should change it. This does not mean that you will make a huge switch from a long position to a short position or the other way around, but it does mean that you will need to make sure that you are going to get the best return possible from wherever you are. Take specific and special pains to write down how you are performing from both the short and long positions. Consider the results. Do you consistently perform badly in the long position? Look at what’s happening in those trades – every aspect – and see where things are going wrong. In the end, if you are finding that your position isn’t working, just try your best to change it and to make sure that you will be able to include different options with the positions that you initially set out to take.  
 
      
 
    Re-Invest the Money 
 
    When you make money, you need to reinvest that money. With the money just sitting there, you are not going to be able to earn more on it. Since you have the money in the first place, take the smallest amount of profit off of it to pay yourself and then reinvest the rest of the money so that you can, quite simply, use your profits in order to turn more profits.  
 
      
 
    Broker Experience  
 
    When you are shopping for a broker, make sure that the broker who you are going to work with has experience in options trading. There may be brokers who have years of experience on the open stock exchange, but they may not have any idea about the options trading sector. This can mean different things for different people, but it is always a good idea to make sure that you get pertinent and up-to-date information from your broker. If your broker does have experience with options trading, make sure that it is the kind of experience that you are looking for and that it is something that you can use to make your trading options more professional. This is especially important if you have never traded before and if you want to get the best trading profits possible. Does your broker have a positive history with the options trading sector? Do what you can to find out. 
 
      
 
    Don’t Put All Your Eggs In One Basket 
 
    Make sure that you are trying different types of options trades. If you have a lot of money to invest, don’t invest it all in one type of options trading. Instead, invest it in several different options contracts that seem like they would be a good fit for your portfolio. Always do your best to ensure that you are choosing good options contracts and that the trades that you have are ones that will make the most sense for you and your portfolio. 
 
      
 
    Consider the Payout  
 
    You need to keep the end game in mind each time that you try to invest in different things. The end game, of course, is the payout that you are going to be able to get when you exercise an options contract. If you are looking for different options that are within your trading budget, you will need to make sure that you are doing everything that you can to include these new potential option contracts. 
 
      
 
    Try Something New 
 
    Trying new things is a great way to ensure that you are going to be able to get the highest profit possible. If you are not aware of the different profits that come from different trade options, you – quite simply – are just going to remain inexperienced and won’t ever become a masterful options trader. Each time that you decide to invest again, take a look around. Take into account all of the information available to you about every single stock on the various markets that you’re looking at. 
 
    


 
   
  
 

 Chapter 12: Is Passive Income Possible with Options Trading?  
 
    Many people look for passive income. They put a lot of work into their trading in the beginning so that they do not have to do as much later on and so that they can make sure that they are going to continue profiting for years to come. What most people don’t know, though, is that it is actually difficult to gain passive income from things like options investing.  
 
      
 
    Set It Up 
 
    You can prepare for passive income by always setting up your options trading with the things that you want it to do. You should have a good idea of the way that it works and the different things that you can do with options trading before you try to step back and away from the different things that happen in trading. You can expect to be options trading for at least five years before you know the different things that will set you up for passive income success. When you have done this, and you are constantly recycling the money that you have made back into the investments, you will know that you are ready to try to make passive income.  
 
      
 
    You Need a Broker 
 
    While you should have a broker who is helping you with your options trading already, you will need a broker who will be able to help you run the whole operation. This can be the regular broker that you have been using the whole time or it can be someone new who specializes in the type of passive income that you want to be able to make. If you find a good broker who is also able to help you with your passive income goals, you should rely on that one to do it for you when you try to make passive income.  
 
      
 
    Automation 
 
    There are certain things that you can use in order to automate the trading process. This will not work all of the time if you are doing options trading, but you can make sure that you have certain safeguards in place that will allow you to make passive income. The whole process cannot be completely automated – that’s what your broker is for – but automation is something that will take a lot of the pressure off of the whole affair of options trading. Computers are, in some ways, smarter than people. They can be programmed to make the best decisions and every computer error is simply a human error coming back down the line. 
 
      
 
    Use Stops  
 
    Stop losses, limits, and protocols can all be put in place to ensure that you don’t lose too much money. This means that you will need to figure out the right way to do each of these things and that you will need to include all of these different things with your assets and options trading. Always make sure that your broker knows where you want to stop the loss or limit the trades at so that you don’t lose all of the money that you have built up in the time leading up to when you started to take a more hands-off approach to the deals.  
 
      
 
    In closing, yes, you can make passive income with options trading. It is not easy, though, so you may want to just keep doing options trading on your own and profiting off of it in that way. If you’d like to make passive income off of it though, it is most certainly possible. You need a very good and competent broker behind you, too. 
 
    

 
 
   
  
 


 Conclusion 
 
    Thank for making it through to the end of A Beginner’s Guide to Options Trading. Let’s hope it was informative and able to provide you with all of the tools you need to achieve your goals of making money through the various options trading sectors. 
 
      
 
    The next step is to start saving up your money or to head out on your search for the perfect broker who will help you learn as much as you can about the trades that will one day make you rich. 
 
    


 
   
  
 

 A Beginner’s Guide to Binary Options: Uncovering the Secrets of Binary Options 
 
      
 
   
  
 

 Description 
 
    Uncover the secrets of binary options and start earning serious profits. A Beginner’s Guide to Binary Options is your one-stop guide to everything that you need to know about trading binary options. It is a handy manual that will teach you what binary options are, how to trade binary options, the different strategies and the keys to success, as well as the common pitfalls which you should be aware of, and more. 
 
    


 
   
  
 

 Introduction 
 
    Congratulations on downloading this book and thank you for doing so. 
 
      
 
    The following chapters will discuss everything that you need to know about binary options. You will learn what binary options are, how to trade binary options, as well as the different strategies that you can use to rake in serious profits, and more.               
 
      
 
    There are plenty of books on this subject on the market, thanks for choosing this one! Every effort was made to ensure it is full of as much useful information as possible, please enjoy! 
 
    


 
   
  
 


 Chapter 1: Understanding Binary Options 
 
    Binary options are similar to forex and stock trading. However, instead of buying stocks or currencies, you merely speculate whether the price of a certain asset will rise or fall at a specified time. Its simplicity is one of the things that draw many investors to binary options. You do not even have to purchase any stock or asset; you only have to wager whether the current price of a certain asset will increase or decrease at the expiry time. Binary options are an option contract that has a fixed risk and fixed payout. 
 
      
 
    Trading binary options vs. gambling  
 
    There are similarities between trading binary options and gambling. In fact, in some jurisdictions, trading binary options are considered a form of gambling. Like a game of baccarat where you can choose whether the winning hand is either the banker or the player, binary options let you place a wager whether the price of an asset will increase (Call) or decrease (Put) at the expiry time. Similar to gambling, there is also a predetermined payout each time you get the correct outcome. 
 
      
 
    So, is trading binary options considered gambling? It depends. If you trade binary options using mere guesswork and the success of every trade that you make relies solely on pure luck, then you are gambling. However, if you view your every wager as an investment decision and take the time and effort to research the market, as well as the different assets that are being traded, then you may be considered an investor or trader, and not a mere gambler. Take note, however, that being a gambler is not a completely bad thing, especially once you see how the high rollers dominate the baccarat table. 
 
      
 
    In the end, whether trading binary options makes you an investor/trader or a gambler does not matter. What matters is how much profit you have made, if any. 
 
      
 
    Binary options vs. forex and stock trading 
 
    Unlike forex and stock trading where you need to purchase currencies or stocks and sell them when their price increases, you do not have to purchase any trading asset when you engage in binary options. You only have to speculate whether the value of an asset will be higher or lower than its current price at the expiry date of the trade. Also, when you trade stocks or currencies, you have no idea how much you can profit in the future. In fact, some stocks that you buy today may not even make any income for you in the future even if you sell them. This is true especially when the value of your stocks drops significantly. In binary options, you will already know the fixed amount that you can earn even before you commence a trade.  
 
      
 
    When trading stocks or currencies, you will usually have to wait for weeks, months, or even a year, just to see a significant change in value. In binary options, you can double your investment in less than a day’s time. In fact, you can do it even within an hour. 
 
      
 
    Another difference is that you do not have to worry about surcharges, volume restrictions and fees, and other charges when you trade binary options. 
 
      
 
    The Basics 
 
    Trading binary options is easy. No matter which platform you use, there are two main options that you need to know: 
 
      
 
    Call 
 
    You should choose the Call option if you think that the value of an asset will be above its current price at the expiry time.  
 
      
 
    Put 
 
    You should choose the Put option if you think that the value of an asset will be lower than its current price at the expiry time. 
 
      
 
    Depending on the trading platform that you use, Call/Put option may also be referred to as Above/Below, Up/Down, High/Low, Rise/Fall, and others. It does not matter what nomenclature is used. The trade remains the same. What matters is that you pick the right option (Call or Put), and the value of the underlying stock must match your choice at the end of the trading period. 
 
      
 
    Strike price 
 
    A strike price simply refers to the value at which an underlying asset may be bought or sold at a specified time. When trading binary options, a strike price can be a Call or a Put. For a Call option, the strike price represents the price at which the asset can be bought at a specified time. For a Put option, the strike price signifies the price at which an underlying asset may be sold. 
 
      
 
    Expiry time 
 
    The expiry time refers to the end of a trading period. It is the time when you can determine if you have chosen the right option (Call or Put) and the outcome is revealed.  
 
      
 
    In-the-money vs. out-the-money 
 
    On the one hand, in-the-money means that you made the right wager. It is a winning position. It means that you have earned a profit. On the other hand, out-the-money is the opposite. It means that you have lost your money in the trade. 
 
      
 
    Long-term option 
 
    This option simply means that the trade will last for a longer duration of time. In binary options, a long-term may refer to a single trading session that lasts for one whole day (24 hours) up to several weeks, though some even last longer than a month.  
 
      
 
    Speed option 
 
    The speed option is one that is similar to casino gambling because the outcome is revealed in just a few seconds. Speed option trading can be as fast as 30 seconds, 1 minute, or even up to 5 minutes. Of course, you may also encounter different trading periods depending on the platform that you are using.  
 
      
 
    One touch option 
 
    With one touch option, you need to be able to determine if the value of an asset will exceed a certain level during a trading period. Take note that the value of the asset does not have to maintain such level until the expiry date. All that is needed is for the price of the underlying asset to exceed a certain level during the trading session, whether before or at the expiry time. If you want to earn up to 500%, then this is the way to go. However, this option is not recommended for beginners. You first need to acquire adequate knowledge and skills to handle this option with competence. 
 
      
 
    Pairs option 
 
    Unlike other options, this includes wagering on “pairs,” for example, gold and silver. You need to determine whether one asset will outperform the other within a specified period of time. 
 
      
 
    Assets 
 
    Assets are financial instruments that have value. When trading binary options, you do not have to buy the assets, you simply have to speculate whether their value will rise or fall. 
 
      
 
    When trading binary options, there are a number of underlying assets that you can choose from: stocks, indexes, commodities, and currency pairs. 
 
      
 
    Stocks 
 
    When trading binary options, it would be helpful if you get yourself acquainted with the performance of various international stocks. But do not worry; the process is still simple. You do not have to purchase any stock. You simply have to determine if the price of a certain stock willrise or fall. 
 
      
 
    Index 
 
    This refers to a group of companies that share the same market sector or stocks that have commonalities. If a company or several companies belonging to the same index perform excellently during a period, then it will have a positive impact upon their index representation. This usually results in an increase in the value of assets, which is a golden opportunity for binary options traders.  
 
      
 
    Commodities 
 
    When you engage in binary options trading, you will see different kinds of commodities, such as gold, silver, oil, and sugar, among many others. Still, you do not need to buy any commodity, you only have to speculate whether a price of a certain commodity will increase or decrease at the expiry date.  
 
      
 
    There are many factors that affect the prices of commodities; therefore, they are harder to predict. If you are a beginner, you should first gain more experience before you deal with commodities. 
 
      
 
    Currency pairs 
 
    There are various currency pairs that you will find when you visit a trading platform. The most common that you will find is EUR/USD. This is the way to trade forex using binary options. The process remains the same. You simply have to determine whether the exchange rate will increase or decrease. The first currency is referred to as the base currency, while the second currency is known as the quote currency. 
 
      
 
    Bear market vs. bull market 
 
    These are terms that are used to describe the status of a market. On the one hand, a bear market signifies a quite negative sentiment, because it means that the prices of certain underlying assets are decreasing or about to drop. On the other hand, a bull market means that the prices of certain underlying assets are increasing or about to increase. 
 
      
 
    So, is a bear market bad for you? Answer: No. Take note that in binary options, you do not purchase any asset. This is one of the benefits of trading binary options. It has a dual nature. You can make a profit even if the price of certain assets decreases.  
 
      
 
    It is important to know if the market is a bear or a bull market so that you will know where to place your wager. If it is a bull market, then you should make a Call; however, if it is a bear market, you should take the Put option.  
 
      
 
    Brokers and trading platforms 
 
    An important thing to do before you start investing in binary options is to identify the best brokers and trading platforms that you can use.  You can easily find many brokers by making a search online. However, you need to choose the one that is reliable, trustworthy, and best suits your needs. 
 
      
 
    Here is a list of well-established binary options brokers. Take note that even popular trading platforms may change their management team; therefore, what may be considered the best brokers today may no longer be considered highly recommended tomorrow. Be sure to check the latest rating and reviews given by previous buyers. 
 
      
 
    
    	 iq option (www.iqoption.com) 
 
    	 24option (www.24option.com) 
 
    	 Finpari (www.finpari.com) 
 
    	 OptionRobot (www.optionrobot.com) 
 
    	 Automated Binary (www.automatedbinary.com) 
 
    	 fortuneJack (www.fortunejack.com) *bitcoin casino with binary options* 
 
   
 
      
 
    Before you sign up for an account, be sure to check the minimum deposit that is required. Also take note of the banking methods, such as the available options for making a deposit and for withdrawal. This is important because it is not uncommon to see platforms that accept many ways to deposit money to fund your account, but only has limited options for making a withdrawal. You would not want to be happy about your high profits only to have issues with withdrawing your money. After all, all profits are merely as good as numbers on the screen unless you are able to withdraw them into real cash. Many brokers will also require you to submit documents for identification purposes before you are able to withdraw your money. Make sure you know exactly what these documents are and that you have them in your possession before making a deposit. If the specific documents are not clearly stated on the website, do not hesitate to contact customer support.  
 
      
 
    Sadly, it is very easy to make a deposit, but there can be many issues when it comes to withdrawing your money. This is another reason why you should only use a reliable platform with a trustworthy broker. 
 
      
 
    What to look for in a binary options broker 
 
    Some brokers come and go, while others remain. It is important for you to know what to look for in a broker, and you must work with a broker that best suit your needs. Here are some important things to take note of: 
 
      
 
    Capitalizati 
 
    Does your broker have enough capital to continue in business for a long term? The danger with a broker that does not have enough funds is the high probability of going bankrupt.  
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    When a broker goes bankrupt, you can no longer recover your deposited funds, any pending wagers, or profits. Therefore, it is important that your broker has enough capital to continue in business. 
 
      
 
    Regulation 
 
    Is your broker regulated by the government or an independent third party? Does it have a license to operate?  To lower the probability of getting scammed, you should work with a licensed broker. Many brokers are regulated by CySEC, which is a member of the European Union. In the U.S., the Commodity Futures and Trading Commission (CFTC) functions as a regulatory body. 
 
      
 
    Payout 
 
    The payout is very important. Take note of how much can you earn for a speed option and for a long-term trade. Remember that the fixed payout in binary options is already known even before you place a wager. Of course, the higher is the payout, the better. 
 
      
 
    Customer support 
 
    How many ways can you contact the customer support team? And how long does it take for the customer support to respond? A good way to find out is by sending a message to their customer support. Simply inquire about something, and see how quickly and well the support team can handle your concern. Also check if the site offers a live chat support feature or if there is a number that you can call anytime. 
 
      
 
    Trading platform 
 
    Of course, one of the most important things to consider is how you feel about using the trading platform. Does it look nice to you? Are you satisfied with its trading tools which can help you come up with a better investment decision? It is not only the design or layout but also the features which the platform offers that must be considered. 
 
      
 
    Mobile trading 
 
    It is a plus if you can access your account and make a wager with your mobile phone. These days, a mobile feature is common.  
 
      
 
    [image: stock-624712_640.jpg] 
 
      
 
    However, if you do not intend to use your phone for making a trade, then this would not be a concern. 
 
      
 
    Demo account 
 
    If you are just a beginner, you will find having a demo account useful. Most brokers offer a free demo account. A demo account will allow you to trade in real time and test your strategy without wagering real money. In case a broker you really like does not offer a demo account, you can still use the same broker. Simply register an account with another site that has a demo account. You can use your favorite broker for the account with real money and use the other site solely for the demo account. 
 
      
 
    Popularity and reviews 
 
    How popular is the site? Does it appear in search engines’ page results, and is it mentioned in several articles on binary trading? Also, be sure to check the reviews written by other investors. Be cautious of dealing with brokers, even with reputable brokers. There are some brokers that start nicely but become corrupt after some time. Also, not all articles that you read online that promote a certain broker can be trusted. As part of online marketing, many brokers hire freelance writers to write something positive about them.  
 
      
 
    Number of available assets 
 
    Find out the underlying assets that the platform supports, as well as how many options you have. If you are into currency trading, then the platform must offer multiple currencies. If a broker only offers a few currencies, then it is a signal that the broker might not be completely serious about what it is doing. 
 
      
 
    Banking options 
 
    As already mentioned, you should check the available methods for making a deposit, as well as for a withdrawal. Take note of the minimum and maximum amounts that can be deposited and withdrawn. It is also important to know how long it will take you to receive your money in case of a withdrawal. 
 
      
 
    Security 
 
    The platform must have a secured trading environment. Is the site encrypted or not? You must be confident that you can safely leave your money in your account. Be sure that all financial transactions are secured and encrypted. 
 
    


 
   
  
 

 Chapter 2: Risks and Benefits 
 
    Before you step into the world of binary trading, you should know the risks and benefits that you will be facing. Like any other business venture, trading binary options have certain risks that can cause you to lose all of your investment; however, it also has a number of notable benefits that counterbalance the risks associated with binary options.  
 
      
 
    The risks 
 
      
 
    Market risk 
 
    Just like other investments, there is an overall market risk involved when trading binary options. Although there are ways on how to predict how the market will move, there is no well-established method that can guarantee toward which direction the market will take. 
 
      
 
    Lack of ownership 
 
    Unlike trading stocks or currencies, you do not buy any asset when you engage in binary options. The only thing you have is your funds which you will use to place a wager on whether the value of an underlying asset will rise or fall at the expiry date. Therefore, you do not exercise any ownership over any stock, currency, or asset. 
 
      
 
    No liquidity 
 
    Binary options do not have liquidity. Once you enter into a trade, you have to wait for the trading session or period to end. During such time, there is nothing you can do but wait and hope for the best. Although there are platforms that will allow you to cancel a trade, you can only do so within a limited and short timeframe, and you will have to pay a fee for it. Usually, traders cancel a trade not to exercise any liquidity, but merely to cancel a trade that was erroneously made. For example, instead of choosing Call, you mistakenly select Put. If liquidity is very important to you, binary options may not be a good choice. However, take note that liquidity should not be a serious issue with binary options, because the trading period usually does not last long, and you can choose just how fast you want your trades to be completed, which can be as quick as less than a minute. 
 
      
 
    High-risk investment 
 
    Although binary options offer a high-profit potential, the risk involved is also high, if not higher. When you’re in-the-money, the profit depends on the payout, which may be around 90% or less. However, if you lose the trade, you will not be able to save or get anything back from what you invested in that particular trade. Meaning, if you wager $100, you lose the whole $100 instantly. Unlike in trading stocks or forex, you can continue to hold possession of the stocks and sell them once their value increases. But, of course, it is difficult to get a 90% profit return in stocks and forex, and it will take a lot of time. 
 
      
 
    Limited opportunity 
 
    Unlike in trading stocks or forex, if you get lucky, the value of certain stocks or currency can increase by 200% or even more. In binary options, how much you will earn is already revealed before you even place a wager. If you think about it, this is not really a big disadvantage. In fact, many investors prefer to know the highest profit they can earn before they even place an investment. The only real difference here is that in binary options there is no way to get more than the stipulated payout. Of course, you can always initiate another trade to earn more. 
 
      
 
    Losing is normal 
 
    The normal trend in binary options is this: Majority of the people who invest in binary options lose their money. This, unfortunately, is the sad fact of binary options trading. You might hear or read about some investors who quickly triple their investment in less than a week’s time, but there are more stories where investments turn into zero in less than a day of active trading. 
 
      
 
    Is it for you? 
 
      
 
    If your entrepreneurial spirit is not crushed by the number of risks associated with binary options, then it is time for you to find out the wonderful benefits that binary options offer. 
 
      
 
    The benefits 
 
      
 
    Simplicity 
 
    The beautiful simplicity of binary trading is one of the things that makes it very attractive. Even if you do not have any gambling or trading experience, you can easily learn how to trade binary options in less than 5 minutes. After all, you can just always pick between Call and Put. But, of course, if you want to increase your chances of making a profit or if you want to have a regular stream of income, you need to exert serious and continued effort, study, patience, and practice. 
 
      
 
    High return 
 
    If you think that a 30% increase in stocks is already something to be proud of, wait until you see how much you can make with binary options. When trading binary options, a single trade can quickly give you a 190% return – or even higher (your original investment + the profit) - within a short period of time.  
 
      
 
    Fixed payout 
 
    When trading binary options, you will already be shown a fixed profit that you will earn in the case of a favorable outcome. This is unlike other investments where you do not know how much money you can make. Also, the payout in binary options is usually high. 
 
      
 
    Quick turnover rate 
 
    One of the impressive things about trading binary options is its fast turnover rate. You can use the speed option and complete a trade in less than a minute. In other forms of investment, you will have to wait weeks, and even months, just to profit a little.  
 
      
 
    Asset variety 
 
    With binary options, you will have a lot of choices as to where to put an investment. After all, you would not purchase any stock or asset. In fact, some brokers will allow you to trade with a minimum amount of $1. If you use bitcoins, you can even find brokers that will allow you to trade binary options for less than a dollar per trade.  
 
      
 
    Gambling factor 
 
    Let us accept the truth that gambling is fun. This is why many people get addicted to it. Now, when you become a professional trader, there is always a part of the business where you can feel that gambling factor.  
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    After all, there is no 100% guarantee that your trades will always be in-the-money. Of course, this does not mean that you should just gamble and rely on pure luck. You should always do your research, study the market and the underlying assets, come up with a strategy, place a wager, and hope for the best. 
 
      
 
    Controlled risk 
 
    Trading binary options is simple, and everything is made clear. There are no hidden charges or surcharges. The amount that you invest in a particular trade is also the exact amount that you risk. Therefore, if you only want to risk a thousand dollars, then just fund your account with the said amount and you would not have to worry about anything else. 
 
      
 
    Instant trading 
 
    Many brokers have trading platforms that will allow you to trade binary options using your mobile phone. Therefore, you would not have to worry about using a desktop computer just to manage your account or make a trade. By simply using your mobile phone, you can log into your account and commence trading anytime, anywhere. 
 
    


 
   
  
 

 Chapter 3: Strategies 
 
    Applying the right strategies at the right time is crucial to success. Despite the unstable market and the tough odds, strategies will make it possible for you to have a steady stream of profits, provided you know how and when to use them. However, unlike a casino game where you simply need to adjust the amount of your wager and play with the possible choices, success in trading binary options demands more diligent study, research, and analysis. 
 
      
 
    Fundamental analysis 
 
    Considered as the lifeblood of investment, fundamental analysis is something that you need to learn if you want to increase the probability of making a profit. You need to analyze the economy and the surrounding factors which affect the economy, such as the news, financial statements of businesses, etc. For example, in the case where a high employment rate has been announced in the U.S., you can expect that the value of USD will increase. Take note, however, that one factor alone is not enough. You must also consider other things that influence the economy which, in turn, will have an impact on various underlying assets. Also, do not underestimate the speeches and messages released by organizations and publicized by the media. These things can significantly influence market behavior, which can strongly affect the prices of many kinds of assets. 
 
      
 
    Fundamental analysis is not just about the economy. Of course, one of the major forces that drive the economy is business. Therefore, you need to take a closer look and study various businesses, as well as how they affect one another. You have to analyze their financial statements, their competitors, and their performance in the market. 
 
      
 
    Technical analysis 
 
    This type of analysis is where you analyze the past performance of an underlying asset in order to gauge its future movement. Different tools and indicators are usually used, such as graphs, charts, and others. 
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    If you do not like numbers, then technical analysis is the way to go. The most common charts used when one does a technical analysis are the line and candlestick charts. 
 
      
 
    Algorithmic and signals 
 
    This is where you rely on computers and applications to show the best options to invest your money in. The application can be installed on your computer and it will do the analysis for you. Although this sounds easy and amazing, this is not a highly recommended method to use. On the one hand, no computer program or application has yet been invented that can always read the movement of a living market. On the other hand, it is good to use this method to quickly gain additional information. 
 
      
 
    Co-integration trading 
 
    This strategy relies on the strong correlation between two underlying assets. This usually happens when two assets belong to the same industry or share the same market. Due to the high correlation, you may find that their prices are almost always close to each other. Therefore, when there is a significant gap between the prices of the two assets, you can assume that it has occurred because one of them has become weak. However, such gap is only for a temporary period. Due to their high correlation, their prices will again be somewhat close. Therefore, you are now one step ahead. The only thing left for you to determine now is whether to place a Call on the stock whose price has dropped or a Put on the stock with a higher price. 
 
      
 
    Reading charts and graphs 
 
    Charts and graphs are the main tools of binary options traders. They are used to be able to read trends and predict the future movement of underlying assets. Charts also show just how volatile certain assets are. When an asset clearly shows an up-and-down trend, then it is more volatile than an asset with a relatively smooth movement. Be it noted, however, that trends change.  
 
      
 
    Reading a chart may seem easy, but predicting where the next movement will be can be very tricky. Most traders will rely on patterns and do short-term trades. The problem with patterns is that although they exist, they are not always present. Worse, patterns change, just as trends also change.  
 
      
 
    When you see and confirm that a pattern is in play, you need to be able to decide and place your wager quickly. Patterns do not last very long and the market does not cease to move. Also, if you do not recognize any pattern, do not make up a pattern. If you do not see one, then admit that there is nothing and just try again some other time. Unfortunately, just for the purpose of commencing a trade, many traders force to see a pattern even when no pattern is actually present. When this happens, your investment decision will only be as good as a mere guesswork, and you will be at a high risk of losing your investment.   
 
      
 
    Line chart 
 
    A line chart is the most common kind of chart used not only in trading binary options but also in other investments. It is a financial tool that can help you make a better investment decision.  
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    A line chart is formed by connecting with a line the past values or prices of a certain asset over a given timeframe. Therefore, it can clearly show you the price movements and the prevailing trend.  
 
      
 
    Candlestick chart 
 
    The candlestick chart reveals more information than a line chart. So, if you want to do more analysis, you have to learn how to utilize the candlestick chart. This chart shows the market’s open and close, high and low. Each candlestick has a body which signifies a range between the opening and closing of a day’s trade. When you look at a candlestick chart and see the body of the candle filled in, it means that the price of an asset at closing was lower than it was at the time of opening. If empty, then it means that it was higher. 
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    The slim lines that you can see below and above the body are referred to as shadows. The shadows represent the high and low prices of a day’s trade. If the body of a candlestick is filled in but the upper shadow is short, it means that the opening price of an asset for that day was closer to its value for the previous day. If the body of the candlestick is not filled in and the upper shadow is short, it simply means that the close for the day’s trade was near the high. Candlesticks may be confusing for beginners, but they can also be helpful in making an investment decision. 
 
      
 
    Trading time frame 
 
    Proper timing is essential in trading binary options. Therefore, understanding the time frame that you should use is also important. You will find many time frames to choose from. A trading session can be as fast as a minute, or even less, but it can also take weeks or even a month. Usually, the longer the time frame is, the higher will be the payout. 
 
      
 
    If you are into gambling then a time frame of 2 minutes, 1 minute, or 30 seconds would be the one for you. However, the problem with this time frame is that it is very hard to predict. Even when you do research, it may not be enough considering that time also moves as you do the research. This time frame is just too short and usually offers the lowest payout of around 70%, depending on the platform that you are using. 
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    The time frame that is commonly used by traders is around 10-15 minutes per trade.  However, since this is still a short-term period, this is only good if you base your decisions on your quick analysis of the graphs and charts. If you are into technical analysis, then this is a good option. This option also offers a higher payout. 
 
      
 
    Time frames ranging from 30 minutes to 24 hours or more are good to use if you are into fundamental analysis. Of course, you can always add technical analysis to your research. Considering the difficulty of predicting the outcome of such long time frame, this option offers the highest payout. Depending on your preference, 30 minutes may still be considered a short period, but you can always choose a time frame that will best suit your needs. A trade can last for as long as a day, a week, and sometimes even longer. Despite the numerous trading options, professional traders usually stick to time frames that are just less than an hour long, subject to exceptions. 
 
      
 
    Conservative betting 
 
    Conservative betting is when you wager only a small percentage of your total funds, preferably around 1%-2%. This will ensure that you can enjoy more trades and stay in the game longer. Conservative betting is a good strategy if you have a high success rate. Although you earn a lower amount than aggressive betting, your high volume of successful trades can easily pile up and be a big amount. If you are a beginner, stick to conservative betting.   
 
      
 
    Aggressive betting 
 
    Aggressive betting is when you wager a big percentage of your total funds; for example, betting at least 10% of your funds. Of course, the most aggressive style is to simply wager your whole funds in a single trade. By betting aggressively, you can earn more profit within a short period of time; however, you can also lose all your investment quickly. Only use this kind of betting strategy if you are highly confident of the outcome of a particular trade. Of course, the most aggressive way of betting is by going all in each time you enter a trade. 
 
      
 
    Double down 
 
    Double down is essentially doubling your bet each time you lose a wager, also known as the Martingale system. This betting strategy is very aggressive and is used by many gamblers. So, how does it work?  
 
      
 
    Each time you lose a wager, you simply double your bet until you go in-the-money (win a wager). For example, you wager $30 (or lower). If you lose, your next wager will be $60. If you lose again, your next bet will be $120, then $240, $480, $960, and so on. What it does is that once you get even a single win, you always get a profit equal to the amount of your first wager. However, trading binary options does not work like the casino. The payout that you will receive will be less than 100% of your wager. The amount of the payout depends on the broker, so be sure to get a broker that offers the highest payout. A payout of around 90% is good. You might want to increase your wager a bit more to cover for the missing 10%. However, just to avoid any complicated computations, you can simply double your bet each time you lose a wager. Once you go in-the-money, you go back to the $30 bet (or lower) and start over. 
 
      
 
    At first glance, this betting strategy looks promising. However, the fact is that countless gamblers and binary options traders have lost money because of this strategy. Unfortunately, when you do a good number oftrades based on mere guesswork or insufficient research, it is not surprisingto encounter 10 out-the-money outcomes in a row. In fact, you can get even more than 20 out-the-money outcomes in succession. The Martingale is an aggressive style of betting. Just imagine how much money you would have lost when you reach the 10th or even just the 5th wager. Your losses also continue to double and pile up. If you had an infinite amount of money to invest, then this is a good strategy. However, nobody has an infinite amount of money. Moreover, similar to a casino, there is also a maximum wager or ceiling to be observed when you trade binary options, the amount of which depends on the platform that you use. There is a limit as to how many times you can double your wager. The maximum wager may be around a thousand dollars up to $20,000, or even higher. Note: Do not use this strategy for a long period of time.  
 
      
 
    Flat betting 
 
    Flat betting is considered a conservative betting strategy, provided you do not wager a huge percent of your funds. Ideally, you can wager 1%-2% of your total funds for each bet that you make. It is called flat betting because unlike the Martingale strategy, you do not increase your wager. Whether you go in-the-money or out-the-money, you just stick to the same wager. This is a good strategy to use when you have a high success rate. 
 
      
 
    Follow the trend 
 
    This is a very common strategy used even by those who have not read anything about binary options. Therefore, be cautious of using this strategy. As the name already implies, it means that you simply have to follow the trend. You should use this with the speed option, so you would not miss the trend. Do not just follow any increase or decrease in value of an underlying asset. Instead, analyze the graph and try to look for a pattern. The pattern can be the trend that you are looking for. 
 
      
 
    Corrective 
 
    This strategy can be applied when you notice a sudden surge in price, either a dramatic increase or decrease. This price spike is only brief and temporary. Soon, the price will balance by reverting back to its value just before the spike, or at least somewhere close to it. When you see this kind of trend, then you are one step ahead. 
 
      
 
    Breakout 
 
    This applies when you deal with currency pairs. When a currency pair observes a tight price range for a long period of time, if you see them break out, there is a high chance that the breakout of the price range will continue, and it will take some time before they can regain their normal price range. 
 
      
 
    5-minute strategy 
 
    This is a strategy that many beginners use. The method is simple: Look for an asset that has a stable movement and simply follow the trend. Just balance the graph. For example, after a bad drop in price, bet on a Call, and vice versa. This, in fact, can also be applied to any speed option, including trades as fast as 30 seconds. 
 
      
 
    Mixed 
 
    A good way to trade binary options is not to stick to a single strategy. This is because the market itself does not follow the same behavior, and it does not react the same way. A suggested method is to use one strategy for the first trade, then use a different strategy for the next trade, then another for the third trade, and so on. Once you run out of good strategies, you go back to your first strategy and start over. Of course, if circumstances strongly show that a different strategy should be applied, then be flexible enough to do so. This approach is not advisable for beginners. However, after a week or two of active trading, then you can also apply this strategy. 
 
      
 
    Asset mastery 
 
    Pick an asset. It can be a single one or several. One asset would be enough. What you will do is to find out everything that you can about your chosen asset. You should follow iton the news and get regular updates regarding that asset every day, if possible. It will be your asset. By fully marking or embracing an asset like this, you will be able to gain a better foresight. Therefore, you will be able to give a better prediction and your success rate will increase. Once you are satisfied with your success rate on a single asset, add another, then another. The more assets that you can master, the better. Mastery of an asset also means having an understanding of the different factors that can affect its value. 
 
      
 
    Beware of the gambler’s fallacy 
 
    Most people think that in a game of odds, when a certain event happens many times, it will happen less in the future. For example, when you flip a coin thrice and you get heads three times, there is a higher probability that the next coin flip will be tails. After all, in 50-50 odds like a coin flip, getting four heads in succession is unusual. This is the gambler’s fallacy. 
 
      
 
    The thing is, before you flip the coin, the odds of getting heads and tails are equal: 50% for heads and 50% for tails — and the odds remain the same right after you flip the coin. Therefore, even after getting three heads in a row, the probability of getting another heads on the fourth coin flip is also 50-50. Meaning, even though you get three heads in a row, there is still a 50% probability that the next coin flip will be heads, just as there is a 50% probability that it can be tails.  
 
      
 
    How is this related to trading binary options? Well, some see binary options like a flip of a coin or anything that has 50-50 odds. They think that if Call has won many times in succession, the next winning option regardless of what asset you place your wager on should be a Put. 
 
      
 
    You should understand that the outcome of a trade does not depend upon another trade. Even if Put wins twenty times, it does not mean that Call will have a greater chance of winning on the next wager. This is only if you base your decision on mere 50-50 odds. The best way is still to work and exert effort: Do your market research and study the assets and their values.  
 
      
 
    Take note that binary options do not depend on random generator machines; they are not run by robots. The factors that influence the prices of the assets come from real people and real businesses. Also, the assets do not have a memory of their own.  
 
      
 
    It is also worth noting that trading binary options is not like a mere coin flip with  50-50 odds. In fact, this is what makes it a good investment, because there are factors that you can consider which can reveal the outcome of a trade. You can make the odds work in your favor.  
 
    


 
   
  
 

 Chapter 4: Keys to Success 
 
    Whether you want to trade binary options for fun or for serious profit, you should know the best practices, so you can increase your chances of success. And, since there is nothing fun about losing money, you might as well aim to make a profit. Here are the keys that will help you succeed. 
 
      
 
    Money management 
 
    Even if you get a regular stream of profits, you may find yourself bankrupt in the future if you do not manage your money properly. Money management does not only refer to the money that you use to trade binary options, but how you manage all the money that you have. Do not invest in binary options the money that you need to pay for your electric bill and other obligations. One important thing to decide upon is how much money you are going to invest in binary options. Be sure to invest only the money that you can afford to lose. 
 
      
 
    You should also decide on how much money are you going to invest per trade. This, of course, also depends upon your betting strategy. For beginners, it is strongly suggested that you stick to conservative betting. 
 
      
 
    Cash out 
 
    This is also a part of money management. In fact, this is a very important part. You will often find many traders who feel happy about their successive profits. They get to double or even triple their investment every day; then after a week, they lose everything. The idea behind accumulating all your profits is to have morefunds so that you can increase the amount of your wager. However, many traders forget to withdraw or cash out, even just a part of the profits. Cashing out will help you minimize your losses.  
 
      
 
    It is not surprising that even the best strategy will also experience some losses. Therefore, you need to cash out to save a part of your funds. For example, you get successful trades for the first 9 days, with a profit of just 15% daily. Then on the 10thday you get very unlucky and lose everything. Had you cashed out your profits, you would have a positive profit despite losing your funds on the 10th day.  
 
      
 
    Another very important thing about cashing out is this: it is the only way that you really enjoy your profit. Why? Because as long as you do not cash out and turn those profits into real cash, they are only as good as free virtual demo funds. Meaning, they are just numbers on the screen and nothing more. It is the very act of cashing out that turns them into a real profit. 
 
      
 
    You do not have to withdraw all your funds or all your profits. If you really want to grow your funds, you can just withdraw about 10%-20% of your profits. This depends on your preference, but be sure to have a plan on how and when do you intend to make a withdrawal. The sad truth is that many traders lose their money before they even think about clicking that withdraw option. 
 
      
 
    Research and analysis 
 
    By now, you should already know the importance of doing a research and analysis of the market and the underlying assets. This is your advantage, your edge against the tough odds. Therefore, you need to research well. When you analyze the trends or the data that you have, you need to let go of personal preferences and prejudices.  
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    The market does not care about what you think or how you feel. Be smart and objective. And above all, be practical and reasonable. If only you can look closely, you will see that the market movement is actually reasonable, if you know all the right facts and can analyze them correctly. 
 
      
 
    Focus on the assets 
 
    The graphs and the charts make the act of trading binary options look so sophisticated. Those small numbers on the screen, those moving lines and stark colors, these are the things you want to see. They make you think that you truly understand how to trade just by looking at them. But, no — such is not enough. When you trade binary options, you need to focus on the underlying assets themselves, as well as the businesses. Although you can find some patterns when you just rely on graphs, such is not enough. After all, these patterns do not always happen. And many times, the patterns are impossible to notice in the beginning. And even if you see them, there is no assurance that the trend will not change.  
 
      
 
    Focus on the assets. Research and study the assets that you are interested in. Read the news about them and look at the financial statements of their companies, as well as related businesses.  
 
      
 
    Focus on the numbers 
 
    It is easy to make something look attractive, especially these days when you can instantly spread a message to the whole world with just a click of a mouse. Although you are expected to read and follow on the latest updates regarding the economy, business, and other factors that may affect the prices of certain underlying assets, you should not believe everything at once.  
 
      
 
    Always take everything that you read or hear with a grain of salt. Unfortunately, words can easily be twisted. They are subject to various interpretations and can even serve both contradicting views at the same time. However, numbers cannot lie. Even if one company promotes its stocks to be doing really well, you will know that it is a lie by looking at the numbers. Although numbers can also be manipulated, they are much harder to manipulate than words; and numbers cannot lie. 
 
      
 
    Do not chase after your losses 
 
    Losses are bound to happen. There are trades that will simply not give you any return. But, never chase after your losses. It will only make you trade under pressure, and it will also make the probability of losing more money even higher.  
 
      
 
    Instead of chasing after your losses, you should chase after more profits. There are many ways to chase after your losses. The most common, of course, is by increasing the amount of your wager. The problem with this is that your current strategy may not be fit for an aggressive style of betting. Another major problem with this is that your funds may not be ready for such a high bet amount. Although there is a higher payout potential, this is also an effective way to quickly lose all of your investment. 
 
      
 
    The importance of keeping a journal 
 
    A journal is not a must to have but it is highly recommended. You should write and record in your journal anything that is related to your forex trading. It is good to start it with your goals and reasons on why you want to trade binary options. You should also write your observations of the market, any successful trades, and the mistakes you have committed, as well as the opportunities that you have taken and those that have you missed, among other things.  
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    Your journal should show your good and bad experiences. Feel free to express yourself. You do not have to be a professional writer, you simply need to write how you feel and think — and most of all, be honest. 
 
      
 
    A journal will allow you think outside the box and be a better trader. You will more easily see your mistakes, as well as any adjustments that your strategy needs. If self-control becomes an issue, you can also read your journal, so you will be reminded of why you are trading in the first place. Also, by writing and reading your journal, you can feel more inspired to trade binary options. 
 
      
 
    Start small 
 
    It is tempting to place a high wager, especially if you have researched and analyzed the possible outcome of an underlying asset. However, if you are a beginner, it is highly recommended that you start small. This does not mean that you should simply follow a conservative style of betting, but also means that you should wager only small amounts, preferably the minimum that is allowed on your trading platform. You should test the water first and get a good actual understanding of how binary options work. This is also a good way to gain confidence and an effective way to test your strategy. Even if you get a series of in-the-money, stick to wagering a small amount until you become more experienced and truly ready to increase your wager. 
 
      
 
    Diversify 
 
    Do not invest all your money in a single option. Take advantage of the wide array of assets that you can wager on. This is one of the advantages of trading binary options. You have lots of choices. You can diversify and minimize your risk. After all, no matter how well you have computed or researched the outcome of a particular asset, there is no 100% guarantee that the outcome will be the same as your prediction.   
 
      
 
    Increase your winning rate 
 
    For starters, instead of focusing on how much money you make, focus on increasing your winning rate. Since your broker will not give you a 100% return, you need to have a winning rate of around 60%-70% to earn a profit. 
 
      
 
    Test your strategy 
 
    Never place a wager without testing your strategy many times. It is suicide. Take note also that you do not just test your strategy once or twice, but many times. Even when you make just slight changes in your strategy, you need to test it again. A good way to test your strategy is to use the free virtual credits (demo play) and see how effective your strategy is. Also, when you test your strategy, you need to be open to accept any weaknesses that you can find. Unfortunately, some inexperienced traders keep a blind eye and refuse to accept that something is still wrong with their strategy. Instead, they rush into the game, apply their underdeveloped strategy, and then get disappointed when they lose their money.  
 
      
 
    Develop your strategy 
 
    Coming up with a strategy is one thing, developing a strategy is another. Strategy development is a life-long process. This is because your strategy must be flexible enough and adapt to market changes. When you engage in binary options, you do not deal with a mere random number generator or a robot — no. You have to deal with real people and real businesses on an international scale. Since you are faced with a living market that continues to change and grow, your strategy must also continue to develop and improve. 
 
      
 
    Have your own understanding of the market 
 
    If there is one thing that separates the experts from beginners, that would be having their own understanding of the market. Experts have developed their own view of the market. This view is not necessarily shared by other experts, which means that it may be different from the point of view of another expert. But, this is what makes it fascinating and also proves that the binary options market is truly alive and growing. In the same way, you need to develop your own view or understanding of the market. In the beginning, you will read lots of things about the proper way to analyze a graph, but soon you need to come up with your own way to read a chart and make your own predictions. 
 
      
 
    Self-control 
 
    Just like in everything in life, self-control is important. It is not just about controlling yourself from chasing after your losses or wagering a high amount. It also means that you should control yourself from being too disappointed when you suffer a loss. It means that you have to control yourself and exert serious efforts in research and analysis. 
 
      
 
    If, at any point, you feel like you are being forced to make a decision, or when you feel that your decision is being unduly influenced by something other than yourself, jus stop and do not commence a trade. 
 
      
 
    Practice 
 
    The only way to truly learn how to trade binary options is by actual practice. No matter how many books you read, it is still actual experience that will make you a better trader.  Although binary options seem very simple since you only have two main choices, Call vs. Put, you will soon realize that it is actually much more than that. The thing is, choosing Call over put or vice versa is easy, but knowing which one to choose, where you have to read the graphs, search for patterns, and analyze lots of data and the news is a massive challenge and a big commitment 
 
      
 
    Practicing does not mean spending hours playing a guessing game. Practicing means analyzing the information that you can gather, placing a bet, and studying what makes the wager a success or a failure. It also means that you should work on improving your system. True practice takes hard work, patience, time, and effort. If you want to have a good career in trading binary options, you need to practice, practice, and practice some more. 
 
      
 
    Know when to stop 
 
    Just as you should know when to make a trade, you should also know when to pack up and call it a day. Although generally anyone above 18 years of age can trade binary options, it is not for everyone. If you notice that binary options only make you lose more money, then stop.  
 
      
 
    If you are stubborn enough to pursue binary trading despite so many losses, learn to be satisfied with small wagers or even with a demo play. You need to develop a better strategy first. Just as you should know when to stop when you encounter so many losses, you should also know when to stop when you experience a series of successful trades. It is not uncommon to see traders enjoy significant profits only to encounter big and continuous losses. Be sure to withdraw your profits before you hit the ceiling.  
 
      
 
    Of course, stopping is something that you need to think about seriously because, sometimes, it is even better if you do not stop. 
 
    


 
   
  
 

 Chapter 5: Common Pitfalls and How to Avoid Them 
 
    Many beginners and even intermediate binary traders continue to commit the same mistakes which cause them to lose their money. There are two things you should do to avoid facing such undesirable consequences. First, you should be aware of the pitfalls that many traders often fall into; and second, you should make the necessary adjustment. Although merely avoiding these pitfalls does not guarantee any profit, it can significantly minimize your losses. 
 
      
 
    Lack of research 
 
    If there is one thing that makes binary options different from casino games, it is the presence of factors that greatly influence the outcome. Be sure to do your research before you place a wager. 
 
      
 
    Applying an untested strategy 
 
    Many commit this blunder when they have a tested strategy but during the course of a trade realize that there is an impending loss. However, they also realize a way to improve their strategy. So, what they do is make another trade implementing their new discovery without even testing if their theory will work. Unfortunately, one trade is not always the same as another. Therefore, although making a profit is still possible, the probability of losing remains high. The lesson here is that once you modify your strategy or once you have any new strategy, be sure to test it first using the free virtual credits (demo play). Many times you will feel too lazy to do this, but remember that being lazy is also an effective way to lose your investment. 
 
      
 
    Trading under pressure 
 
    Trading under pressure does not just mean trading right after you have encountered a big loss. It can also occur right after you hit a big payout. Some traders suddenly turn into aggressive betting right after a big win, or even after a serious loss. Again, test your strategy first. Also, do not trade with the money that you need to cover your household bills. Trading when under pressure can blind your rational thinking and turn you into a compulsive gambler. 
 
      
 
    Using the same strategy 
 
    When trading binary options, always remember that you are dealing with a market that is alive. Although you place your wager on particular assets, these assets are run and influenced by real people and real businesses. Just as the market continues to grow, you must also continuously develop your strategy. Coming up with a winning strategy is a life-long process. You must keep on modifying it, and it should be flexible enough to adapt to innumerable market changes. 
 
      
 
    Another important thing to take note of is this: Do not keep on using the same strategy that has not made you any profit. If you really like such strategy, then make some adjustments. Unfortunately, some traders continue to use the same losing strategy hoping that it will work after some time, and so they just keep on losing. And, even if they win a wager, the profit would not be enough to cover their losses. 
 
      
 
    Over-investing 
 
    Some oft-given gambling advice that is also applicable to trading binary options is: “Only play with the money that you can afford to lose.” Do not use the money that you need to payyour electric bill or any other expenses and obligations. Like any business venture, there is no guarantee that getting into binary options will make you any profit. And, although trading binary options has a high-profit potential, it is also a high-risk investment. You can make money quickly, but you can also lose your money just as fast.  
 
      
 
    Short-term trades 
 
    It is common to see a trading period that will only last for 30 seconds or a minute. Although this looks tempting, it is not advisable that you engage in such very short-term trades, unless if you are sure that the trading platform that you use is 100% trustworthy. The reason is that unscrupulous brokers take undue advantage of the short timeline. Usually, when you engage in a short trade, the value of the asset does not fluctuate that much. You may get the right option as much as the official record is concerned, but you would lose the wager. This is because there is a lapse of a few seconds for the platform to record the updated numbers, and these numbers are being continuously updated. This little delay can cost you your whole wager. Fortunately, not all platforms are like this. There are still reputable and reliable binary trading platforms out there.   
 
      
 
    Over-analyzing 
 
    When trading binary options, you do not have to research and analyze the whole market. After all, you cannot possibly study every little detail that takes place in the business world, nor can you measure the market’s behavior with certainty.  
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    Although you cannot sacrifice the importance of research and analysis, do not over-analyze things. Take note that no matter how much you read and analyze, there are only two options to choose from.   
 
      
 
    Accepting the bonus 
 
    It is common to see trading platforms that will offer to top up your deposit. They may offer to add as much as 100% of your deposit. So, if you deposit $500, you will have $1,000 in your account. If you think that this is a good deal then you will have to reconsider your decision. After all, no business or trading platform would give out that much money without a catch.  
 
      
 
    The problem with receiving the bonus is that you will soon have a problem withdrawing your money. Usually, part of the terms and conditions of receiving the bonus is that you need to make a wager equivalent to an amount stipulated in the contract. For example: You will have to wager the free $500 bonus 30 times before you can withdraw your winnings. This means that with $1000 in your account, you will have to wager $15,000 before you can withdraw your winnings. Now, the number of times that the bonus money needs to be wagered can even be as high as 50 times, but it can also be lower than 30. Therefore, be sure to read the terms and conditions as stipulated in the contract regarding the acceptance of the bonus money. Make sure that every stipulation is clear to you. If you find any part of the agreement to be vague, do not hesitate to contact the customer support. 
 
      
 
    Accepting the bonus money is not always a bad idea. It can be a good decision if it is your first time to engage in trading binary options and you just want to test the waters. Also, if you can come up with a winning strategy that can withstand the consequences of accepting the bonus money, then it might be a good choice to give your consent to the bonus. 
 
      
 
    Superstitious wagers 
 
    Many investors place wagers based on mere superstitions, like placing a big wager on Call on their birthday, thinking that it is the perfect timing to rake in serious profit.  
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    Although there is nothing really wrong about this, you should at least do some study as to which asset you are going to place that wager. Although many gamblers and investors observe superstitious beliefs, do not forget your responsibilities. Such beliefs are not a substitute for hard work. 
 
      
 
    Relying on “expert” advice 
 
    Here is something to take note of: Many of the so-called “experts” have more losses than profits. The sad truth is that many of these “experts” are scams and hacks who just market themselves to be an “expert” but lack the maturity of a true binary options trader. Also, even real experts still commit mistakes, which is normal. Again, improving one’s strategy is a life-long process because the market simply does not end.  
 
      
 
    A good thing that you can do is to know as much “expert” advice as you can. You do this not to be told what to do, but simply to see how your own decision matches up against the pieces of advice from so-called “experts.” Although the articles written by the “experts” would be your allies in the beginning because they can help explain to you the basics of binary options, you will soon realize that you can come up with a better output and explanation. When that day arrives, take it as a good sign. It means that you have developed your own understanding of binary options and that there is a potential for you to become a real expert.  
 
      
 
    Beginner, intermediate, or an advanced trader? 
 
    Do not worry whether you should consider yourself a beginner or intermediate trader, and when you can call yourself an advanced binary options trader. The title does not matter. And although passion is important, how much passion that you have for trading binary options would not matter in the end. What matters is how much money you have made, if any. Remember that trading binary options is an investment. It is a business step to earn a profit. 
 
      
 
    Emotional trader 
 
    Do not be an emotional trader. You need to be sure that every wager that you make is backed up with reasons based on sufficient research and analysis. Some binary options traders end up as mere gamblers who place their bets merely based on impulse or mere guesswork. Also, do not be too hard on yourself when you encounter a loss or even a series of losses. And although it is good to have passionate in what you do, never allow your passion to blind your rational and logical thinking.  
 
      
 
    Increasing the wager without sufficient funds 
 
    The moment you increase your wager, you will be using a higher percentage of your total funds. If you lose a single bet, ideally, you should not go back to your previous wager, which was smaller in amount. This is especially true if you increase the amount of your bet significantly; for example, from $10 into $50.  
 
      
 
    The reason is that you will have to win more times just to get back the single big bet that you lost. The rule here is that once you increase the amount of your wager, your funds must be big enough to withstand it without you having to go back to a smaller wager. Otherwise, if the wager with an increased bet loses, you will only be chasing after that single significant loss using smaller wagers.  
 
      
 
    Not minimizing your risks 
 
    The way to minimize your losses is to minimize your risks. Every time you commence a trade, you risk something. One way of minimizing your risks is by using conservative betting. Of course, you can also switch to an aggressive style of betting, but do not use an aggressive strategy like the Martingale for a long period of time. Another way to minimize your risk is by withdrawing your profit, or at least a part of it. And, of course, an effective way to minimize your losses is by focusing on your success rate and improving your strategy. 
 
      
 
    Making decisions in a rush 
 
    Avoid making decisions in a rush. For example: If, while trading, you realize a good adjustment to your strategy, do not decide to change your strategy right away and apply your new theory. Also, if you suddenly realize that your strategy is working and that you can now increase your wager on the next trade, do not do it immediately. Remember: A single wrong decision can snuff out all your profits and investment in an instant. 
 
      
 
    Greed 
 
    Greed has sent so many gamblers and investors into bankruptcy. If you have a good strategy that can give you small yet regular profits, then do not change it. Some investors do not acknowledge small returns and only focus on strategies that can give them a big amount. The problem here is that the risk increases as the amount of potential profit also increases. Therefore, be satisfied with small profits, provided that it is regular. After all, once you are sure that your strategy can guarantee, or at least have a high probability of generating profit, you can always fund your account with more money and increase the amount of your wager. 
 
      
 
    Chasing your losses 
 
    Never chase after your losses. If you do, there is a higher risk of losing all your money. Most traders and gamblers tend to chase their losses by using aggressive bets right after they experience a bad loss. The problem here is that you continue to use the same losing strategy and your funds may not be big enough to handle the big wagers. Instead of chasing after your losses, focus on the profits that you have already made and try to find ways to earn more. Focus on developing your strategy to gain continuous profit and not on getting back what you have lost.  
 
      
 
    Going all in 
 
    Sometimes, when you experience too many losses in succession, it can be tempting to just give up by betting all the funds left in your account in a single trade. Of course, if such wager is backed up with a heavy research then it may be considered a good choice. However, if the only reason why you bet everything in one trade is because your fighting spirit has given up, it would be better if you do not place any wager at all. Instead, just withdraw the remaining funds. If you just want to gamble, it is better to gamble at a casino so you can get a higher payout if you get a favorable outcome. 
 
    


 
   
  
 

 Conclusion 
 
    Thank for making it through to the end of this book, let’s hope it was informative and able to provide you with all of the tools you need to achieve your goals whatever they may be.  
 
      
 
    The next step is to apply everything that you have learned. So, open an account today, start trading binary options, and rake in serious profits! 
 
    


 
   
  
 

 Day Trading: The Ultimate Guide to Day Trading: Uncovering Day Trading Profit Making Secrets 
 
      
 
   
  
 

 Description 
 
      
 
    While anyone can make a few trades per day, and maybe even find some success while doing so, if you are interested in day trading on a serious level then there are many distinctive characteristics and traits that you should strive to embody on a regular basis. Likewise, there are certain strategies you should know in order to give yourself a fighting chance. If you are interested in doing more than simply surviving in the world of day trading, if you are looking to truly thrive then Day Trading: The Ultimate Guide to Day Trading is the book that you have been waiting for. 
 
      
 
    Inside you will find everything you need to up your day trading game as quickly and effectively as possible. This includes characteristics that all good day traders should possess and how to implement them in your own life. You will also find important tips and tricks to maximize your overall trade effectiveness as well as frequently made mistakes and the easiest ways to ensure that you don’t fall into their traps.  
 
      
 
    You will also find a complete breakdown of the tools that every competent day trader needs as well as specific suggestions to ensure that know what the professionals are using and where to find them. Finally, you will find five of the most effective strategies for gaining success while day trading with in-depth explanations to ensure you can put them into action ASAP. It doesn’t matter what markets, timeframes or risk/reward ratios that you favor, Day Trading: The Ultimate Guide to Day Trading has the right strategy for you. 
 
      
 
    Being a successful day trader is all about having the knowledge, not just to know where the market is going but how to best take advantage of where it’s been. This is what separates the novices from the experts and those that boast a successful trade percentage from those who wouldn’t be able to trade at a 50 percent success rate if their lives depended on it. So, what are you waiting for? Get ready to tap into that knowledge and buy this book today.  
 
      
 
    Inside you will find 
 
      
 
    
    	 The importance of finding a way to motivate yourself without worrying about external stimuli 
 
    	 Tips for successfully choosing the right trade at the right time a statistically relevant portion of the time 
 
    	 The importance of timing and how to ensure you always choose the right time to enter or exit a trade 
 
    	 The five most important attributes for every successful day trader to have and how to implement them in your own life 
 
    	 The difference between the butterfly spread and the modified butterfly spread and when to use each for the best results 
 
    	 What value areas are and how to put them to work effectively for you 
 
    	 Why you shouldn’t be trading options without considering hedging your trades 
 
    	 How scalping Bollinger bands can take your forex trading game to the next level while only increasing your risk a small amount 
 
    	 The best way to jump into futures trading while maintaining a reasonable level of risk 
 
    	 And more… 
 
   
 
    


 
   
  
 

 Introduction 
 
    Congratulations on downloading Day Trading: The Ultimate Guide to Day Trading and thank you for doing so. For many traders, even those who are experienced working in various markets, taking the next step and day trading can be a daunting process. The speed at which day trading takes place, coupled with the much greater potential for loss, as well as gains, means that you would do well to learn as much as possible before diving in. 
 
      
 
    To that end, the following chapters will discusseverything you know to begin day trading on the right foot. First, you will learn about many of the characteristics that successful day traders embody. Next, you will learn tips for ensuring that your time spent day trading is as effective as possible as well as common mistakes that many day traders make so that you don’t fall into these common traps yourself. You will then learn about many of the tools that are crucial to a day trader’s success including specific options to consider based on what is currently popular with the day trading crowd.  
 
      
 
    With the generalities out of the way, you will then read in-depth accounts concerning five different day trading strategies including the modified butterfly spread, value areas and order flow sequencing, forex options hedging, scalping Bollinger bands and trading future spreads. Each of these strategies will go beyond the basics in an effort to provide you with all the details to put them into practice yourself in an effort to maximize your profits as effortlessly as possible. 
 
      
 
    There are plenty of books on this subject on the market, thanks again for choosing this one! Every effort was made to ensure it is full of as much useful information as possible, please enjoy!


 
   
  
 


 Chapter 1: Successful Day Trader Characteristics 
 
    While making a few successful trades every day is relatively straightforward, if you hope to take your skills to the next level there are several things you can strive to do to maximize your success. No two day traders are exactly alike, but the most successful in the field tend to exhibit many of the same positive traits and characteristics outlined below.  
 
      
 
    [image: computer-2242274_1280]Get a jump on the day: Just because the market doesn’t open until 9:30 am, that doesn’t mean this is when your day should begin. Successful traders spend the early morning hours checking in on the international markets so they know what the day is likely to bring. The Western economy doesn’t exist in a vacuum, understanding the foreign markets makes it easier to predict upcoming changes at home. Remember, having an accurate macro view is a key part of utilizing micro changes effectively.  
 
      
 
    Become a master: In order to truly master a new skill, be it ballroom dancing or day trading, you need to be willing to put in the practice time. It takes 10,000 hours to become a true master which works out to eight hours a day for 42 months. While certain people are always going to get lucky, if you hope to see significant success you have to be willing to put in the work up front. Day trading is a marathon, not a sprint, slow and steady wins the race.  
 
      
 
    Never stop learning: The most successful day traders are not the ones who have mastered existing plans and strategies, they are the ones who understand that new alternatives are always taking shape. Getting in the habit of always remaining on the lookout for the next big thing is one of the best ways to separate yourself from the amateur day traders who will never be truly successful. The market is constantly in flux which means that any analysis you do is going to have a shelf life of less a week, at most. Resting on your laurels when it comes to what you know is a surefire way to curtail your profits. Remember, learning leads to earning.  
 
      
 
    Forge your own path: The best day traders don’t just automatically go along with the crowd. They trust their intuition and their research, even if it means making trades that aren’t on anyone else’s radar. The biggest wins come from trades that are against the mainstream and knowing when to execute is what separates average traders from masters. The key here is to know the difference between trades that have been hyped up and those that have potential based on facts alone. Much daily market movement is caused by sheep who follow what the crowd is doing, be a wolf instead. If you don’t feel as though your intuition is as strong as it could be, the solution is to keep studying and do more trading. Early success will improve your confidence and make it easier to trust in yourself no matter what. 
 
      
 
    Be ready for anything: The best traders are the ones that know they have a quality plan and also have the ability to stick to it without letting their emotions get in the way. There is more to being successful than blindly following your plan, however, you also need to be capable of understanding when things have changed enough to make it irrelevant. The easiest way to do this is to know the state of the market as it currently stands and where it is likely to go while the trading day is in progress. Whatever you do, it is important to keep a firm grip on your emotions as there is no quicker way to fail than to start thinking with your heart as opposed to your head.  
 
      
 
    Know yourself: In order to be a successful trader in the long term, it is crucial that you understand your strengths as well as your weaknesses. Doing so will enable you to capitalize on the one while shoring up the other. This is a key part of minimizing risk; which, in turn, is key to maximizing your profits. The easiest way to go about determining what your strengths and weaknesses are is to keep a trading journal. Keeping tabs on all the specifics related to each trade you make will allow you to look for patterns that otherwise might remain hidden. Once you are aware of any negative patterns you might fall into, you will be well on your way to mitigating them.  
 
      
 
    Know when to act: You can do all the research you like, if you don’t have the ability to pull the trigger when the time is right then you will never be a successful day trader. The market is fickle, especially in the charts that day traders favor, which means that huge gains or losses can occur in moments. As such, you need to be able to make split second decisions and know that they are the right ones when money is on the line. This isn’t the same as following your gut or getting lucky, it is the skill to read new situations and react in real time and to be able to do so effectively time and again.  
 
      
 
    Internal motivation: In order to be a successful day trader, you need to be able to motivate yourself to keep at it, even when the going gets tough. Making trading your job means that there will be no one looking over your shoulder telling you to get to work, that motivation will need to come from within. Only by looking within and finding the personal drive to succeed will you be able to do what needs to be done regardless of the cost. This is where the discipline to go from good to great comes from and it is not something that can be learned, you are either self-motivated or you aren’t. 
 
      
 
    Have enough trading capital: In order to be a successful day trader you need to have the right amount of capital at your disposal. If every trade is life or death then this will skew your motivation and potentially keep you from making trades that will likely be successful. The most successful traders know their limits and never step outside them. No trader can be right one hundred percent of the time, and when the odds aren’t in your favor you need to know that you can come back from the loss and try again. This is why it is recommended that you never put more than two percent of your total trading capital into a single trade. Sticking to this rule will keep your potential for loss at a reasonable level and help to ensure that you are able to manage your emotions at all times. Ensuring an emotional distance from all of your trades means that you will always be able to listen to reason, improving your overall trade percentage in the process. 
 
      
 
    Never be afraid to think things through: While making split-second trades is crucial to finding success as a day trader, that doesn’t mean you should do so without thinking the state of things through first. It is important to always know exactly what your decisions are going to lead to, even if it means missing out of the maximum amount of potential profit to do so. While trading, your goal should always be to make decisions that are proactive, never reactive. 
 
    


 
   
  
 

 Chapter 2: Tips to Make Day Trading as Profitable as Possible 
 
    While day trading successfully is always going to involve a little luck, that doesn’t mean there is nothing you can do to improve your averages. Consider the following tips and tricks to help you end every day further in the black than when you started. 
 
      
 
    Choosing the right trades 
 
    A successful trade is always going to be built on a measured approach. To ensure this is the case you are going to want to begin by choosing the type of stocks that align with your goals as well as your temperament. Furthermore, you are going to want to take any external knowledge you might have into account when choosing the right stocks to focus on. As an example, if you were previously in the medical field then stocks based on pharmaceutical companies might be a good choice. Regardless, it is important to always take the following three main aspects of every trade into account before you make any decisions. 
 
      
 
    Timeframe: First and foremost, you are always going to want to trade in a timeframe that you are comfortable with. Doing otherwise will simply lead to scenarios where you are not at your best because you are impatient or just plain nervous. If you are still trying to improve your overall trade percentage you will likely want to stick to the 5-minute charts until you can be truly comfortable dealing with the potential for risk that holding stocks overnight can cause. You will also need to consider if you prefer micromanaging trades all day every day or prefer doing all your research over the weekend to pursue weekly trades come Monday morning. Micromanaging trades leads to short-term gains while weekly trades produce long-term gains. 
 
      
 
    Trading tactics: When it comes to choosing a methodology to use while trading, it is important to focus on what works for you instead of bouncing around based on what is popular in the moment. It is important to remember that every trader is going to have good days and bad days and if you can find a methodology that is successful at least 60 percent of the time then you are well on your way to success. Switching your tactics constantly is only going to skew your stats so you won’t be able to determine the true cause of either your successes or your failures. What’s worse, changing constantly will make it difficult for you to learn the intricacies of the methodologies you use, meaning they will be less effective in even more scenarios. 
 
      
 
    [image: stock-624712_1280]Tools of the trade: Much like methodologies, it is important to find a few trading instruments that work for you and focus on making the most of them. This is preferable to using a little bit of everything as you will be able to more closely tailor what you use to match your trading style. The best way to determine what is going to be useful to your style is by focusing on instruments that match the timeframes you frequent most often. 
 
      
 
    Attributes 
 
    There are several different attributes that all day traders should strive to embody. While not everyone will naturally be able to access them from the start, they can all be improved with practice.  
 
      
 
    Patience: After you have found a trade that you think is going to be fruitful, it is important to exhibit patience and find the perfect moment to pull the trigger. This is why it is useful to always determine your entry and exit points beforehand, so that there is less of a chance of emotion getting in the way. Additionally, if the trade doesn’t reach those numbers then you need to have the patience to wait for a better option to come along. If you decide to chase the potential for profit by altering your exit and entry points on the fly then all you are going to do is to skew the effectiveness of your plan. Once this occurs you lose regardless of the outcome as even if you profit from the sudden change you are reinforcing bad habits that will ultimately cause you harm in the long run.  
 
      
 
    Belief: Having belief in the trading plan or system that you have created is crucial when it comes to day trading because no plan is flawless. Day trading plans only prove successful when used reliably in the long term and swapping things around constantly is going to skew the percentages against you. Remember, a good plan or system gives you an edge, otherwise you are essentially just gambling and there are more effective ways to gamble than with the stock market. Believe in yourself and your system and you will see greater profits overall. 
 
      
 
    Objectivity: It is important to never get too attached to a given stock and always approach every trade from a point of objectivity. Losing this objectivity can cause you to make mistakes like doubling down on a stock that has gone out of the money or staying in past the logical exit point. The same goes for listening to outside sources. Once you have committed to a given trade the only source you will want to listen to is your trading plan, everything else may as well be white noise. Each trade should be analyzed based on its relative merits, if you do so then you should trust yourself and let the rest take care of itself.  
 
      
 
    Expectations: Believing in yourself is an important part of day trading successfully but having measured expectations is crucial as well. Above all you need to have a realistic understanding of what your profits are likely to be before you start any new trade. Having realistic expectations in this way will help to prevent you from letting emotions get the better of you and lead to more reliable trades overall. Keeping your expectations in check means understanding the risk and reward of every trade. Remember, short term trades are more likely to lead to small, safe gains while long term trades are riskier and can end in greater gains.  
 
      
 
    Motivations: It is important to understand your own motivations in order to be true to yourself and your trading style. It is also important to understand the various motivations that different commodity markets have if you hope to trade in them successfully. In order to determine the current motivations of the commodities you favor, the first thing you will want to do is to consider the major players in the market in question. With that in mind, you can then watch the commodities themselves and determine how they are moving and why. Once you are familiar with what is currently happening you can then compare that to the historical movement. When taken as a whole you can then determine how the moves the major players make affect changing market conditions and predict future movement from there.  
 
      
 
    Putting thoughts into action 
 
    Keeping everything in mind at all times can be challenging, if you never put what you have learned into practice, however, then you will never grow as a trader. What’s worse, you will never turn a reliable profit. Once you know what you are doing you will then want to keep track of your trades as soon as they begin and don’t be afraid to bail on a trade when it suddenly goes south. Remember, a small loss now is always preferable to a bigger loss in the future. Additionally, it is important to keep in mind that there will not always be a worthwhile trade to be made. Just because you are a day trader doesn’t mean you need to be trading every second of every day. 
 
      
 
    Learning the most intricate parts of the markets you favor isn’t something that can be taught, it can only be learned with practice. What’s more, sometimes mood is going to skew unexpectedly and through everything out the window for a time. Ultimately it all comes down to Warren Buffet’s number one rule, “the only hard and fast rule is to never lose money.” Stick to this rule and you can never go wrong. 


 
   
  
 

 Chapter 3: Important Day Trading Mistakes to Avoid 
 
    While it is impossible to become a master day trader without making, and learning from, mistakes. There are plenty of pitfalls that being aware of will allow you to avoid without stepping into them yourself. Remember, forewarned is forearmed.  
 
      
 
    Chasing tops and bottoms: Some strategies are effective when put into play near potential turning points. These are in the minority however and picking tops or bottoms is a risky proposition, at best. It is common for many traders to invest extra money into securities that seem either too low or too high, breaking the cardinal rule of a two percent trading limit in the process. This impulse should be avoided at all cost in favor of focusing on the major move that is inbound. Starting to one side of range-bound markets will lead to better overall results practically all of the time.  
 
      
 
    Not getting while the getting is good: Many day traders have an adequate entry plan but then move forward without determining an exit plan that is just as effective. This, in turn, leads to scenarios where they either get out too early, too late or end up with an investment instead of a trade. If you find it difficult to know when to exit gracefully, you will want to focus on adding detailed technical specifications to your exit strategy. Once you put these specifics into place, it is important to monitor them and change them as needed as the market evolves.  
 
      
 
    Wasting time trying to get even: If you ever hope to be a master day trader then you need to factor failure into your long-term plan. Not only will this make it easier to prevent emotion from getting the better of you, it will help you make fewer mistakes down the line as well. Remember, it is important to focus exclusively on the numbers and not pin your self-esteem or personal image to individual trades. Focusing on the price action will allow you to block out thoughts about breaking even or magic numbers and improve your trade percentage as a result. Determining if a day was a success or a failure isn’t something you can do until the market closes and it is useless, and destructive, to try. 
 
      
 
    Following relative trends: Existing trends in the market can be a potential signpost for future movement but they are far from guaranteed. It is completely natural for the market to fluctuate as much as 20 percent on either side of the average at any given time. As such, if you jump on an apparent trend without researching it thoroughly you can find yourself attached to a momentum play that will never materialize. Instead, it is important to consider each apparent trend through the lens of three distinct time frames for the best results. If you are fond of short-term trades then daily, hourly and weekly charts are recommended. If you prefer long-term trades then you will want to stick to weekly, daily, and monthly charts instead.  
 
      
 
    Unduly narrowing your focus: Every time you make a trade it is important to remember that it doesn’t exist in a vacuum. Not taking this into account will cut into your trading capital with a steady stream of preventable losses. A better solution is to instead take a macro view on all of your current trades. This means keeping tabs on market leads and looking for capital that is likely to move in general derivatives. These derivatives are key as they highlight the underlying connections between markets that ensure they move in the same ways. Remember, the greater your scope the more effective you will be. 
 
      
 
    Letting strong opinions affect your trading: While everyone has opinions, effective day traders know that letting them influence your daily trades is a recipe for disaster. The only thing you need to rely on in order to trade effectively is math, anything else is just going to get in the way. Observe and analyze political and economic events, don’t get caught up in them. 
 
      
 
    [image: clock-95330_1280]Having the wrong timing: Finding a potentially profitable trade is only half the battle, you also need to learn when to pull the trigger for the best results. Making the right move at the wrong time costs day traders collectively millions of dollars a day. This is not to say that you need to wait for everything to align perfectly before you make your move. Rather, you are going to want to get a feel for the moment that things are right enough and act accordingly. 
 
      
 
    To do so you are going to want to be aware of relative trend, understand the current strength of the weekly cycle and keep an eye on accumulation and distribution indicators. Above all else, never move on a hunch or tip without doing the required research as all you are likely to do is throw your commission fees away. 
 
      
 
    Averaging down: While averaging down is rarely the primary plan, it is easy to let it happen if you aren’t actively planning against it. The resources spent holding a weak position can almost always be better spent elsewhere as every trade costs you time and weak positions are likely to cost you money as well. Keep in mind that every failed trade means that your next successful trade needs to pay out extra just to help you break even for the day and then even more to get ahead. If your starting trade capital isn’t that great, averaging down can represent days, or even weeks, you are going to need to spend crawling back to square one. If you subsist on short-term trades then you need to be ready to exit as soon as forward momentum slows or, at worst, starts to slip backward. 
 
      
 
    Not accurately calculating risk and reward: Risk and reward are naturally a part of every trade. This doesn’t mean they are always equal, however, and if you don’t take the difference into account you can make the wrong moves without even realizing it. This is why it is important to set daily trading limits as it will help you to bring things into focus. If a given trade is risky enough to warrant possibly losing ten percent of your daily loss limit then you will want to ensure it will pay out at least twice, if not three times as much to balance out the risk. Regardless, making ten smaller trades that are more likely to be successful is almost always going to be a better choice.  
 
    


 
   
  
 

 Chapter 4: The Best Tools of the Trade 
 
    [image: business-1730089_1280]Perhaps more so than any other type of trading, the tools you employ while day trading are extremely important if you hope to turn a profit on a regular basis. Due to the tight timeframes that day traders operate under, every second counts which is why the tools, software and platforms outlined below bear serious consideration. 
 
      
 
    Tools 
 
    Current hardware: You don’t necessarily need a top of the line laptop or computer in order to run a majority of the available trading software. You do, however, need to have something that exceeds the minimum required specifications if you want to avoid crashes or lag at the worst possible moments. Primarily, this means you are going to want to have plenty of available ram to allow you to multitask as needed. As you develop a need for more advanced software, your hardware needs are going to increase as well. While these costs can really add up when new hardware is purchased all at once, this is rarely necessary. Instead you can purchase parts piecemeal overtime and grow your hardware’s capabilities as your skill as a day trader improves.  
 
      
 
    Once you really get serious, you are going to want to run at least two monitors at once in order to trade on one and do research and track results on the other. This, in turn, means that you will need a higher quality dedicated video card with space for multiple inputs as an integrated option just won’t cut it. At this point, depending on your system, you may need to look into liquid cooling options in order to ensure your system doesn’t overheat in the middle of a major trade.  
 
      
 
    Additionally, you are going to want to invest in the highest available internet speed that you can find. Currently 1 gigabyte speeds are available in major markets, while something around 100 mbps is plenty fast for most systems. While having access to that speed is all well and good, it is important that you have a modem and router that can keep up as they will be the major bottleneck in this scenario. While you are in contact with your internet service provider, you are likely going to want to consider reinstalling a landline as well, just in case you find yourself unable to complete a trade in any other way. Having a hardline to your brokerage can be the difference between success and failure of a major trade, more than worth the $10 a month a phone line costs these days.  
 
      
 
    Brokerage: Many traders choose their first online brokerage when they are first getting started in trading and never think about their choice again. This is a big mistake, however, because an advanced trader’s needs are very different from those of a beginner. As such, once you have some trading experience under your belt it is important to reevaluate your previous choice to determine if you truly made a good decision. First things first, in order to see what your available options are, you are going to want to visit the forums of your favorite day trading website and see what other traders have to say. 
 
      
 
    Once you have a suitable list, the next thing that you are going to want to consider is the fees that each offers, as well as any fringe benefits they provide. If you already have a trading platform and other online tools that you have a strong preference for, take special care to consider other brokerages who support them or you risk having to learn the ins and outs of new software from scratch. It is also important to choose an online brokerage from your home country or, barring that, one that operates somewhere that provides proper oversight for such things. While some foreign brokerages might have cheaper fees, putting your money in the hands of a company without the right oversight puts you at risk of losing your trading capital every single day. 
 
      
 
    Last but not least, you are going to want to see what type of customer service the brokerages that stand out to you provide. When it comes to customer service, you aren’t going to want to listen to reviews, it is best to see for yourself. To do so, you are going to want to call the brokerage in question and see how long it takes you to get in touch with a real person. While this won’t often be a necessity, if you have to call your brokerage it is likely an emergency and you will want to know that someone is waiting on the other end of the line.  
 
      
 
    As a new potential customer, you may need to expect a call back from the brokerage. If they don’t get back to you with 24 hours, move on. If the brokerage treats new potential customers with such disdain, consider how they are likely to respond once they already have your money. Assuming their live support is up to par, you should then try emailing the brokerage with a few questions and see how quickly they respond as this will likely be your primary mode of contact in the future. While this can be time consuming, customer service is what separates the best brokerages from the pack and its importance cannot be over emphasized.  
 
      
 
    Day trading tools online: There is no shortage of available online tools when it comes to helping you maximize your day trading efficiency. The first thing you will want to find is a financial calendar that meets your needs. Ideally, this will provide a collection of importance events, a variety of customizable dates and also details on several different markets. If you dabble in the forex market you will also want a currency convertor that shows the changes to various currencies in real time as well as convertor that displays the range a pair of currency have inhabited over a definable period of time.  
 
      
 
    You should also find a calculator that will help determine pivot points as well as relevant Fibonacci numbers. These tools allow you to keep up to date on meaningful trends, keeping you in the know when it comes to important details that are easy to miss otherwise. Similarly, you also want to find a heat map that you trust to show you trades that are currently popular and a volatility monitor so you can keep tabs on the mood of the market.  
 
      
 
    Platforms to consider 
 
    These days there are so many different trading platforms that finding the right one can be needlessly complex. The list below helps to simplify things somewhat by gathering together those that are most popular at the moment. This doesn’t mean you shouldn’t do your own research if there is something specific you are looking for it is only to help point you in the right direction. 
 
      
 
    OptionsHouse.com: This is a low frills trading platform that is perfect for those who just want to focus on trading. It offers a suite of modifiable tools, no minimum account balance and a flat commission rate of $4.95 for each trade.  
 
      
 
    InteractiveBrokers.com: At the other end of the spectrum, this site requires $10,000 up front, though the requirements aren’t as steep if you are under the age of 25. They take $.005 from each traded share and also offer a vast option base include forex, precious metals, futures and more.  
 
      
 
    Ameritrade.com: Frequently referred to as the best trading platform on the market today, this site charges a flat fee of $9.99 per trade. They off a low required balance, multiple internal trading platforms and access to curated research. Alternately, they also offer a secondary platform called Trade Architect which is ideal for those who are looking for a simple and straightforward platform.  
 
      
 
    TradeStation.com: This site boasts of its fast order execution and charges a varying commission on trades that is somewhere between $5 and $10 based on the volume of the trade. They also require a $5,000 minimum account balance and a $99 monthly fee though this is waved with a large enough monthly trade volume. Their trade platform is also renowned for being quite robust.  
 
      
 
    Trade software 
 
    Day trading software is evolving practically at the speed the market changes. As such, if you hope to maintain the greatest advantage possible it is important to update the software you use on a regular basis. The options below are some of the most commonly used software on the market today. 
 
      
 
    eSignal: This software includes a highly rated mobile application along with charting and analyzing capabilities said to be the best in its class. Additionally, it provides multiple alternatives for charting and scanning both individual and groups of stocks. They also provide a wealth of customizable chart options when it comes to indicators including momentum MACD, distribution, volume, accumulation and more. If you are looking to continue your day trading education they also offer trading education seminars, newsletters and forums. 
 
      
 
    Multichart: If you are looking for a way to view as many up to the minute data streams as possible, this is the software for you. Once you find the streams you are looking for it also allows you to create charts with data from numerous sources. The options for charting are vast as well; including, drawing, 3D charting, back testing and several strategy and management options. What’s more, it allows you to choose a pricing plan based on the tools you plan to use. 
 
      
 
    NinjaTrader: This easy to use and affordable software is a great place to start if you are just starting to use more advanced day trading software. It features a simple and intuitive charting function that doesn’t sacrifice anything when it comes to power or stat tracking. It provides users the ability to track executions and account positions and even trade automatically. It also allows users to scan the market in real time according to predetermined criteria. 
 
      
 
    Trade-Ideas: Knowing how to pick the few stocks that are going to move in a given day is a crucial part of day trading successfully. The best way to do so is via a stock scanning software and the best stock scanning software on the market is from Trade-Ideas. It includes loads of predefined searches including biggest gainers/losers, turbo breaks, volume spikes, HOD movers plus hundreds of different custom filters to ensure you can easily find what it is you are looking for whatever it may be. 


 
   
  
 

 Chapter 5: Trading Strategy: Modified Butterfly Spread 
 
    [image: butterfly-1757511_1280]When trading options, many day traders content themselves with utilizing calls and puts to make a profit from market decision or maybe using covered calls to generate income. There are more promising alternatives out there, however, one of which is the butterfly spread. The butterfly spread allows knowledgeable traders to pinpoint trades that are likely to generate a greater amount of profit for a limited amount of risk. The modified butterfly spread, discussed below, takes things a step further. 
 
      
 
    Modified spread compared to traditional spread 
 
    Standard butterfly: To understand what sets the modified butterfly spread apart, a look at the standard butterfly may be helpful. To perform the basic butterfly spread you utilize three calls or puts in a 1/2/1 configuration. The first call is purchased at a strike price comparable to the price of the underlying asset, another pair is purchased at a great price and a third is purchased at a price that is greater still. If dealing in puts, the strike prices descend in order instead.  
 
      
 
    The end result is a neutral trade that will generate a profit as long as the underlying asset stays within the range of the three strike prices. It is also useful when it comes to making directional trades by setting all of the strike prices above or below the current price. When utilized properly, this strategy ensures a low and well-defined level of risk with a reliable potential for profit and a relatively high chance of generating a significant rate of return. 
 
      
 
    Modified butterfly spread: The advanced form of this strategy has similar goals but differs from the simple version in a few key ways. Most importantly, it provides the user the opportunity to ensure that put trades are bullish and call trades are bearish. This occurs through the use of a 1/3/2 ratio which leaves just one price point where breaking even occurs. This, in turn, provides a sort of cushion that will allow you more leeway than the simple alternative.  
 
      
 
    As an example, assume an underlying asset is currently going for $194 a share. To execute the modified butterfly, you would then purchase a put at $194.50, sell three more at $190 and then buy a final pair at $175. The key takeaway here is the puts that are selling at 5 points below the at-the-money point and the second pair that are 20 points below. While the current price is $194 this means you can break even if the price dips down to roughly $184 which means the strategy generated roughly 5 percent of downside protection points.  
 
      
 
    This, in turn, mean that the underlying asset would need to drop more than 5 percent before a loss would occur. The total amount of available risk in this scenario is roughly $2,000 which equates with the amount required to facilitate the trade. This loss amount would not come into play until the underlying asset dropped below $175. On the other hand, the amount of possible profit in this example would be roughly $1,000 which equates to approximately a 50 percent return on the initial investment assuming the underlying asset increases to $200. The strategy would also result in a $500 profit as long as the underlying asset doesn’t move past $195. 
 
      
 
    While the modified butterfly spread is riskier than the traditional version, it also has a greater profit to risk ratio. The most common timeframe given for a modified butterfly spread is six weeks. It is an ideal strategy to use if you believe the underlying asset is going to remain mostly stable over the timeframe you have chosen. It is the perfect choice if you are hoping for capital gains on an underlying asset that is likely to remain in the middle of the road.  
 
      
 
    Important criteria 
 
    When determining the type of butterfly spread to use, it is important to be aware of the amount of capital you are willing to risk. You will also want to know the estimated return that risk will generate and the likelihood of success and failure. There is no right answer to these criteria, you will need to set your own limits in order to determine which type of butterfly spread is right for you. 
 
      
 
    The potential rate of return, along with the likelihood of it being generated are going to directly determine the amount of risk it is in your interest to move forward on. Performing your own risk/reward analysis is crucial in this instance and it is important to not rush into modified butterfly spread just for the purpose of mixing things up. Regardless, it is recommended that you only attempt the modified version if you have a sizeable amount of trade capital backing you up. 
 
      
 
    Options trading are ideal for day traders who are interested in maximizing their potential for flexibility which can help nullify a risk/reward ratio that is not as strong as you might like. As long as you use it sparingly, and in the right conditions, the modified butterfly spread is a useful way of maximizing this flexibility even more.  
 
    


 
   
  
 

 Chapter 6: Trading Strategy: Value Areas and Order Flow Sequencing 
 
    Order flow sequencing is a useful strategy that was developed by a trader who spent time at both Bear Stearns and Sungard Capital Markets before striking out on his own. The goal here is to document and track relevant prices as they apply to the movements of the major players in a given market to determine what they are likely to do next and when they are likely to start. This then, allows traders in the know to more easily identify points of greater liquidity along with greater risks with a level of transparency which can be applied to the market as a whole.  
 
      
 
    Order flow sequencing first gained popularity during the early years of the last century when market generated information first started to be a requirement for successful daily trading. When compared to other indicator based analysis methods, it works much more quickly while also focusing on the present instead of the past. This, in turn, means that when used properly you still have time to put the results into action.  
 
      
 
    When it comes to considering the major players in your market of choice, you may find it helpful to think of them in the way you would the House when it comes to casino gambling. Eventually the House will always win when given a long enough time frame. Major players have the same advantage and you will almost always find it harder to make money when trading against them instead of with them. Instead, it is much easier to travel in their wake and pick up the scraps from their big money trades. Depending on the market in question, major players include financial institutions, traditional banks, hedge funds, commercial traders, and even governments. You know you are on the right track if the entity you are following can make waves in your chosen market just by executing a single trade.  
 
      
 
    Understanding the trends that these entities generate will make it much easier for you to recognize and track potential advantageous movements based on order flow techniques. This results in a clear indication of the disruption that the major players leave in their wake. Tracking these disruptions will then make it much easier for you to be on the winning side the next time it happens. 
 
      
 
    Additionally, using order flow sequencing you will find that it is much easier to understand the how’s and whys of price fluctuation in your chosen market.  
 
      
 
    Value areas 
 
    In order to use order flow sequencing effectively, the first thing you need to understand is the concept of value areas. Determining the value area is the best way to determine when any relevant major players are likely to make a move and what that move will be. Value areas can be broken down into three key parts, the high point, the low point, and the control point. High point value area levels are points where the volume and demand of a specific trade has left prices at an extremely expensive point. On the contrary, low point value areas are points where the price has dropped to a point that the major players are likely to come sniffing around. The control point value area is the point the price of the underlying asset is at when you do your analysis.  
 
      
 
    The easiest way to track the various value areas is through the use of a volume profile tool. This tool will let you compare historical volume levels to current levels over a predetermined period of time. All you need to do is then look for points of overlap between the past and the present. Comparing the control point to the previous high and low points will give you an idea of when the major players are likely to make a move. Ideally, you will want to find a control point that is near the historical low point. Points of confluence then indicate areas you should be interested in, though you won’t want to consider them as they emerge. Utilizing this strategy on the fly is asking for trouble, it should primarily be used to plan ahead.  
 
      
 
    In this instance, volume is going to always be the simplest way to determine where the market is likely heading. If the volume is low then you can bet a shift is on the horizon. Remember, previous points of price rejection are the best places to start when determining where the next instance is going to occur. Keeping an eye on volume will also provide secondary confirmation as to when the major players are likely going to begin making purchases. Luckily, determining these guidelines is relatively straightforward, and depending on the results, can remain relevant for several weeks or longer with only minor tweaking. 
 
      
 
    Tracking sequences of order flow 
 
    After you are clear on the current relevant value areas, you will want to start tracking the general flow of orders as they come in. This will let you start to see the volume as it is created, giving you a window to prepare the proper entry and exit points. To put it another way, rather than looking at candlestick charts after the fact you can then watch the candlestick form. After you have established your value areas correctly is when being aware of order flow will truly start paying off.  
 
      
 
    At the start of each new day you are going to want to double check that any relevant value areas are still currently where you expect them to be. With that out of the way, it is a simple matter to find points where the volume will begin to dip while also pinpoint scenarios where price rejection will set in. Essentially, all you will need to do is discover the points where the high point and low point align with the volume levels you have already defined. This will give you likely entry and exit points.  
 
      
 
    While taking the time to determine all the details every single day might sound like a waste of time, it is important to consider the alternative. Specifically, all of your trades will end up being at the mercy of the major players in your chosen market. What’s even worse, you won’t know when you are working with incomplete information. If you find yourself making trades that are logical and follow your plan, but you still aren’t seeing the results you like, then order flow sequencing may well be the missing piece of the puzzle. 
 
      
 
    Order flow tracking programs 
 
    There are several different order flow tracking programs available online these days. The following list of companies produce those that are currently the most popular, most effective and rated the highest in customer satisfaction 
 
    [image: Untitled] 
 
      
 
    Jigsawtrading.com: Jigsaw tools allow for the tracking of the stock, futures and forex markets as part of a standard suite of commonly used functions. They can track time and DOM sales along with several advanced features displayed in an intuitive fashion. Even better, their products are available for free for a limited time. 
 
      
 
    Ninjacators.com: The tools available at Ninjacators.com provide a greater access to customer settings while also allowing users to access every market for options in the world across every timetable you might expect. They are known for their unique split order flow tool which allows users to plot orders on both sides of a candle at once. 


 
   
  
 


 Chapter 7: Trading Strategy: Forex Options Hedging 
 
    [image: cashbox-1642989_1280]The forex market has a reputation of being one of the more difficult markets to regularly make a profit from. However, this is only because of short scammers and traders who expect to see large returns in a short period of time due to the way the market often worked at the turn of the century. In order to ensure that the risk reward ratio balances out, it is important to have a proper way to hedge your trades. When utilized correctly, forex hedging provides traders with the opportunity to protect themselves regardless if they are planning to go long or short on a specific currency pair.  
 
      
 
    There are two primary ways of hedging a forex trade. The first is through using what are known as spot contracts which can be ineffective as they are often considered a short-term solution. The more effective of the two is known as a forex option. As the name implies, these trades provide the buyer the option, not the obligation, to buy or sell a currency pair at a set price at some point in the future. This strategy can be combined with several other strategies including bull and bear spreads, long straddles and long strangles.  
 
      
 
    Determine the risk 
 
    There are three steps to determine if a forex hedging strategy is the right choice based around the amount of risk you care to expose yourself to. The forex market is inherently riskier than most other markets which is what makes this strategy so crucial to long term success.  
 
      
 
    Risk analysis: The first thing that you need to do in order to hedge a forex trade properly is determine the level of risk that is inherent in the given currency pair. To accurately determine this, you will need to consider the implications of both letting the trade proceed normally and hedging it. This risk depends on the market and will likely be either visibly low or visibly high, if it is in the middle then you should hold off until a clear direction can be determined.  
 
      
 
    Consider your acceptable level of risk: Once you know the likely level of risk for the trade in question, the next thing you will need to do is determine if the level of risk is worth the extra costs that will be incurred by hedging it. This is as easy as looking at the potential gains and comparing them to the added costs and should be fairly straightforward.  
 
      
 
    Decide how to move forward: With the facts in front of you, the next step is to choose the strategy that is the most logical in the moment, remember, numbers don’t lie. Your focus should be on the bottom line and the strategy that will generate the greatest return for your investment. 
 
      
 
    Forex hedging strategies 
 
    A good rule of thumb is the longer the term of any put options you use, and the lower the strike price, the more reliable the hedging strategy is going to be. While the initial cost is going to be significantly higher than not using a hedging strategy, the longer it stays in place the more cost effective it becomes. This makes it a particularly effective go-to when you are considering long term strategies. It is also much more cost effective to hedge indices as opposed to individual currency pairs. 
 
      
 
    You will also want to be aware that hedging will mitigate risk related to a dramatic change in value, but is ineffective when it comes to countering the risk that comes from general underperformance, something that will only be clear in the long term. This means it is really only worthwhile for risky trades that promise large payoffs. Additionally, you will need to keep in mind that not all forex brokers allow hedging so it is worth looking into before you mentally commit to anything.   
 
      
 
    Time extensions and put rolling: An excellent way to maximize the value of a hedge is to make a point of always choosing the put option with the greatest amount of available lead time. This is simply a matter of cost/benefit analysis as one option that lasts for six months is going to be much less expensive than two three month options. The ultimate marginal cost of maximizing your option provides you with the least expensive form of daily trade protection possible.  
 
      
 
    This is useful as you can turn a six-month option into a twelve-month option while still keeping the same strike price. This is known as rolling and it will let you take advantage of market changes as they appear. Assuming you have a strike price that is below the average market value you can keep an option rolling for years with only a minimal extra cost. This is exceptionally useful if you combine it with a highly leveraged investment that promises a large return as it mitigates a large amount of the potential risk.  
 
      
 
    Calendar spread: A calendar spread is created when both a long and short-term put option are bought and sold using the same strike price. The goal with this strategy is to let the shorter of the two puts expire at the end of its timeframe while letting the longer put serve as a hedge for future movement. When properly implemented, a calendar spread can generate a surprisingly cheap and effective hedge that can then be maintained indefinitely. It is important to consider the market prospects in the extreme long term before committing to this strategy as it can easily open you up to a significantly increased amount of total risk especially when it comes to underperformance.  
 
   
  
 


 Chapter 8: Trading Strategy: Scalping Bollinger Strategy 
 
    Forex scalping is commonly used in conjunction with short-term options in order to guarantee a profit. It works by opening and closing positions quickly in order to maximize the number of short, somewhat profitable, trades per day. When used properly you will hold on to individual positions for as little as a minute at a time. Many traders enjoy the Bollinger band scalping system because it is easy to accumulate profits in a short period of time in a fairly straightforward way. On the flipside, however, the sheer number of trades opens you up to increased risk when compared with the potential reward. 
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    With that in mind, expert Bollinger band traders tend to accumulate gains faster than practically any other type of trader. If you already understand the basics of scalping and are looking for a way to maximize your profits in the forex market then choosing this strategy may be a no-brainer.  
 
      
 
    Bollinger band strategy 1 
 
    Strategy basics: This system revolves around an Exponential Moving Average along with a pair of Bollinger bands and is useful with virtually all currency pairs and time frames. With that being said, the most common and effective timeframe tends to be 5 minutes. Bollinger bands are a type of technical indicator which default to twenty periods with a standard deviation of two. However, with this strategy you want to set one band to twenty-one periods with a standard deviation of two and the other to twenty-one periods and a standard deviation of three.  
 
      
 
    The end goal here is to locate periods when the price touches a point that is between the pair of standard deviations. Once this occurs you will want to use a moving average of 200 as the guideline that allows you to accurately monitor the trend. If the price rises above the 200 point, then you can profit from long positions and if it drops then you can profit from short positions. At the same time, you will want to keep an eye out for a candle to form and close inside the space between the two deviations. If the opposite occurs then it indicates a reversal. 
 
      
 
    Parsing the data: When the conditions outlined above are met, then you know that you can open a trade at the start of the next candle with minimal risk. You will want to place a stop-loss either above or below the candles depending on the type of trade you are making. You may also want to set the target at the average of the pair of Bollinger bands with a second target set at either the upper or lower line, depending on the type of trade you are considering. This system has proven effective in virtually all situations as long as you take into account the price as it relates to the moving average of 200. This is a somewhat complicated strategy to put into practice, so making a few low-impact trades with it is recommended before moving to the big time.  
 
      
 
    Bollinger band strategy 2 
 
    This strategy is only effective with the GBP/USD and EUR/USD currency pairs in the 5-minute range. It is most effective when used in a market that is currently range bound with Bollinger bands that appear nearly flat. To use this strategy properly you will want to set the period of the bands to twenty with a standard deviation of two. It can work as expected during both the European and US trading sessions. 
 
      
 
    In order to use this strategy effectively you will want to buy when the bands are practically flat and the current price touches the lower of the two. You will then want to set a stop-loss that is 10 pips below the initial starting price. You will want to close out the trade once the price reaches the higher of the bands. If you are selling then you will want to do so when the price touches the top band and set a stop-loss that is 10 pips above the starting price. You will then close out the trade when the price reaches the lower of the two bands. This strategy can be more complicated than it first appears and practicing before putting into action is recommended.  
 
      
 
    One hour strategy 
 
    While not quite as short as the others, the goal of this strategy is to always make 50 pips with each trade. This system is proven effective in any trading session and works with pairs GBP/USD, EUR/USD, USD/JPY, NZD/USD, AUD/USD and USD/CAD. It will be most effective in a market environment that is range bound and features a pair of Bollinger bands that are virtually flat. 
 
      
 
    When buying and selling, if the current trend appears bullish, or the price touches the top band, you will want to generate an order with a stop-loss that is 35 pips below the starting price or at the previous low point, whichever is higher. Additionally, you will want to sell if the price rises 50 pips. You will also want to sell if the trend turns bearish or the price touches the lower of the bands. If you want to generate a sell order then you will use the same details as if the trend was bullish. As with the other strategies, practicing first is recommended as it is more complicated than it may first appear.   
 
      
 
    Extreme scalping 
 
    This system requires Bollinger bands that are set to twenty-one periods with a standard deviation of two. It is useful for timetables of one minute that have an RSI of fourteen, seventy, thirty. The goal here is to wait for the price to rise above one of the Bollinger bands while at the same time have the RSI increase to above seventy or to below thirty. The ideal target in this case is the dead center of the pair of bands with a pair of stop-loss five to seven pips higher and lower. As with the other strategies, practicing is recommended as it is more complicated than it may first appear.  
 
    


 
   
  
 


 Chapter 9: Trading Strategy: Futures Spread Trading 
 
    While it requires a firm grasp of the complexities of the futures market, futures spread trading offers great rewards for those brave enough to utilize it. As such, it is often seen as the realm of the true professional and something every day trader should one day aspire to.  
 
      
 
    Common spread types: commodity futures 
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    Inter-commodity futures: These futures involve contracts that are spread across various markets. As an example, if you believe that the wheat market is going to experience a high demand when compared to the corn market then you would buy wheat and sell corn. The specific prices for each don’t matter as long as wheat prices beat corn prices. 
 
      
 
    Calendar Intra-Commodity: This spread looks at a single commodity between differing months of the year. As an example, if you believe that the wheat market is going to be stronger in November as opposed to June then you would go long in November and short in June. The specifics of the price don’t matter as long as prices are higher in November than they are in June. 
 
      
 
    Bull futures: This spread looks at a single commodity under the assumption that the sooner month will boast a higher price than the later month. As an example, if you buy a bullish wheat future in May then you will want the price to be higher then, than when you sell it in June. For this type of future, it is important to keep in mind that near future contracts tend to move faster the further you get from the front month which gives this future its name. A bullish trader would then be one who buys in the front month in hope that it ends up moving at a greater rate than the deferred month. 
 
      
 
    Bear futures: This spread occurs if you purchase the same commodity in such a way that you are short in the front month and long on the deferred month. As an example, if you purchase wheat in May and sell it in June then you are hoping the prices are lower in May than they will be in June. For this type of future, it is important to keep in mind that near future contracts tend to move faster the further you get from the front month which gives this future its name. If you are confident that prices are at a low point then this is the type of spread you should consider buying into. 
 
      
 
    Futures spreads trading margins 
 
    It is important to keep in mind that if they are part of a spread then the individual margins on specific contracts are going to be reduced. As an example, if the margin on a specific wheat contract alone is $2,000, but if you go both long and short on wheat in the same year then the margin between the pair could be as little as $200. If you go both long and short on the same commodity in different years the margin will be roughly double, so in this case it would be about $400. The price differential occurs because the volatility of the spread is lower than that of the individual contract.  
 
      
 
    Essentially, the futures spread provides you with the ability to consider the market in slow motion. As such, if something serious happened in the wheat market then both contracts would be affected in the same way which provides a level of protection against the increased risk that the single contract doesn’t have. 
 
      
 
    Futures spread pricing 
 
    The price of a futures spread can be determined by the perceived difference in the two contracts. To determine what the spread’s pricing is going to be, all you need to do is subtract the deferred month price from the front month price. If the front month price is lower, the spread will be negative while if it is higher the spread will be positive. The tick values for both spreads and individual contracts are going to remain the same. As an example, if the price of wheat in June was $500 per bushel and in July it is $510 then the spread price is -$10. Meanwhile if the difference was $500 and $490 then the spread would be $10.  
 
      
 
    Types of markets 
 
    Contango markets: A market is considered Contango if the front month is obviously going to have a lower cost than the deferred month. Typically, this means the deferred month is going to cost slightly more than the front month due to cost to carry. The cost to carry takes into account the interest rate on the capital that is related to operating and owning the store that actually sells the commodity along with storage costs for keeping the commodity for the extra time along with additional insurance costs.  This is considered the default type of market.  
 
      
 
    Backwardation markets: A market is thought to be in backwardation if the near months are valued highly when compared to the deferred months. Also known as an inverted market, it is the opposite of the standard market condition. It most commonly occurs if the market is in the midst of a bull phase which is often caused by an issue with the supply chain or a dramatic increase in demand coupled with a limited supply. The price differential occurs because the front months are going to feel the full brunt of the situation while it is more likely to be mitigated by the time the deferred months arrive. This is even more likely to be the case if the deferred month is in a different crop year from the front month.  
 
      
 
    Regardless of the current state of the market it is important to take seasonal concerns into account as well. Generally, gasoline prices are always going to be higher in the summer and the prices of heating oil, natural gas, and coffee are always going to be higher in the winter. Additionally, it is important to keep in mind that while all markets experience bullish and bearish periods, those experienced by the commodities are less consistent.  
 
    


 
   
  
 

 Conclusion 
 
    Thank you for making it through to the end of Day Trading: The Ultimate Guide to Day Trading, let’s hope it was informative and able to provide you with all of the tools you need to achieve your financial goals, whatever it is that they may be. Just because you’ve finished this book doesn’t mean there is nothing left to learn on the topic, expanding your horizons is the only way to find the mastery you seek. 
 
      
 
    The next step is to stop reading already and start preparing yourself to ensure that you are ready to do everything in your power in order to ensure that the time you spend trading is as profitable as it can possibly be. Armed with the tips, tricks, and strategies in the preceding chapters you will soon find that you can maximize your dedication and hard work to successfully conquer even the highest risk trades and claim the largest rewards. 
 
      
 
    That is not to say that major windfalls are going to come along every day, however. Just because you are ready to handle what day trading throws at you doesn’t mean that you won’t experience losses, and a great deal of them besides. Whatever you do, always keep in mind that crafting a trading plan that is sixty-five percent successful is considered extremely impressive. Only by keeping your expectations in check can you be sure that your emotions don’t get the better of you and that you can survive day trading in the long term.  
 
      
 
    No matter how the minute to minute excitement makes you feel, it is always going to be more important to do your homework and faithfully execute on your plan no matter what, only then will you find the profits you seek. Don’t forget, day trading is a marathon, not a sprint, slow and steady wins the race. 
 
    


 
   
  
 

 Forex: The Ultimate Guide to Forex: Uncovering Forex Profit Making Secrets 
 
      
 
   
  
 

 Description 
 
    While it can be relatively easy to begin trading in the forex market, it is ultimately much more difficult to find true success within its confines in the long term as a few bad trades can easily be enough to wipe out even the most promising trader no matter what their intentions might ultimately be. If you are interested in learning the specifics of how to stick around in the forex market for the long term then Forex: The Ultimate Guide to Forex Uncovering Forex Profit Making Secrets is the book that you have been waiting for.  
 
      
 
    Despite the fact that the forex market is the most lucrative of the various types of investment markets and is currently home to a daily trading amount that hovers around $4 trillion which puts it at more than ten times the daily trading amount of the New York Stock Exchange, less than 20 percent of amateur forex traders manage to turn a profit after their first year of trading. This book was written to ensure that you aren’t one of them which is why inside you will find everything you need to know in order to take you forex trading game to the next level.  
 
      
 
    It doesn’t matter if you are a risk-averse trader who likes to stick to the short-term charts and micromanaged every aspect of every trade that you make or if you are a long-term trader that only likes to check in on your forex trades on a semi-regular basis and enjoys high risk and high reward trades to boot; Forex: The Ultimate Guide to Forex Uncovering Forex Profit Making Secrets has something for everyone.  
 
      
 
    This includes do’s and don’ts that will help you to focus your trading strategy and ensure you are building the right skills to last a lifetime along with a detailed breakdown of the differences between fundamental and technical analysis and how to use both in order to spot a good trade a mile away. It also features plenty of lesser-known strategies to promote trading success along with tips and tricks that veteran traders wish they had learned a long time ago and mistakes that even the most expert trader needs to know to avoid them properly. Don’t let another $4 trillion pass through the forex market without taking your cut, buy this book today! 
 
      
 
    Inside you will find 
 
      
 
    
    	 The types of trading strategies that the professionals are likely to use every single day along with tips and tricks to ensure that you make the most of them every single day. 
 
    	 The best volume indicators to use regardless of what type of trading you prefer and how risk-adverse (or not) that you may be. 
 
    	 Three easy tips that anyone can use in order to improve their successful trade percentage virtually overnight. 
 
    	 One of the most effect ways to take advantage of the forex market’s high level of volatility without losing your shirt. 
 
    	 The most common mistakes that forex traders of all skill levels continue to make and how to avoid them. 
 
    	 And more… 
 
   
 
    


 
   
  
 

 Introduction 
 
    Congratulations on downloading Forex: The Ultimate Guide to Forex 
 
      
 
    Uncovering Forex Profit Making Secrets and thank you for doing so. While it can be relatively easy to begin trading in the forex market, it is ultimately much more difficult to find true success within its confines in the long term as a few bad trades can easily be enough to wipe out even the most promising trader. 
 
      
 
    To ensure that you remain successful enough to stick with the forex market in the long term, the following chapters will discuss everything that you will need to keep in mind to ensure that you are able to trade successfully at a rate greater than 50 percent. First, you will learn about many of the mistakes that forex traders of all experience levels make as well as hard and fast rules that you will need to follow to find success. You will also learn how to properly analyze potential trades through the two major types of analysis known as fundamental and technical respectively.  
 
      
 
    Once you can understand how to spot a good trade, you will then learn several different types of strategies regardless of how risk-adverse you might be or what type of timeframe you are comfortable working in. Finally, you will learn various tips and tricks to improve your overall successful trade percentage followed by common mistakes that you can avoid to ensure that a few bad trades don’t leave you unable to live to trade another day. 
 
      
 
    There are plenty of books on this subject on the market, thanks again for choosing this one! Every effort was made to ensure it is full of as much useful information as possible, please enjoy! 
 
    


 
   
  
 


 Chapter 1: Forex Dos and Don’ts 
 
    Do’s 
 
    [image: entrepreneur-1340649_960_720]Keep tabs on the Commitment of Traders Report: The Commitment of Traders report comes out every Friday and is one of the best volume indicators for the forex market regardless of what currency pairs you favor. In this report, you will find the details regarding the net of every trade that was made during the week regardless of whether it was long or short, commercial or non-commercial. If you are ever unclear which currencies to favor this is the best place to go to find the details as it makes it very clear who the major players in each currency are and where they are currently focusing their efforts. 
 
      
 
    This report is available at the US Commodity Futures Trading Commission website at cffc.gov and is published each Tuesday. The report comes in both a short and a long version, with the short version being all most traders need. It is broken up by nonreportable and reportable positions. For positions that are reportable, additional data is then available including details on spreading, changes compared to the previous report, numbers of traders and percentages of open interest divided by category.  
 
      
 
    Get the real scoop on international events: While it should be common sense that keeping abreast on international events is a key part of succeeding in the Forex market, it is not enough to simply read the headlines, you are going to need to dig deep if you ever hope to find success. The things that happen on the international stage go a long way towards setting the mood of the market as a whole and understanding the underlying reasons behind them as well as the little-known facts that are key to making optimal trades. 
 
      
 
    Make the most of volatility: Over time, the general baseline of the forex market has only grown more volatile. As such, if you hope to be successful in the forex market you need to learn to make the most of this fact and use the volatile nature of the market to your advantage. There are two types of volatility that you need to be aware of, historical volatility and implied volatility. Historical volatility is a measure of the way a given currency has acted over a prolonged period of time and implied volatility measures the current level of volatility a currency has and what it may look like in the future.  
 
      
 
    When keeping tabs on the current level of volatility of a given currency, it is important to keep in mind that it is common for a long stretch of low volatility to be counteracted quite quickly with several hundred pips of movement that occur quite suddenly. In order to ensure that you are ready to take advantage of this fact, you are going to want to keep up with various economic indicators that show change is coming and watch the market closely so that you can take advantage of all of the movement as soon as the action starts.  
 
      
 
    The easiest way to be prepared to take advantage of an agitated market is to ensure that you keep plenty of space between your predetermined entry and exit points. If volatility is going to make a profound appearance, then it is very likely that there will be plenty of both positive and negative movement even though the overall trend is just moving in a single direction. If you don’t want to be knocked out by an ill-placed stop loss you need to plan for these moments and act accordingly.  
 
      
 
    Diversify: While sticking to a handful of currency pairs that you are very familiar with is a logical way to get your feet wet in the forex market, diversification is the key to long-term success. Not only will it help to prevent unexpected losses, but it will also ensure that you always have somewhere productive to focus your energy. Remember, you can never be completely sure about the way that a currency is going to move, especially if the market is in a state of high volatility. If trading in the forex market is akin to gambling, diversifying your holdings is akin to hedging your bets.  
 
      
 
    Don’ts 
 
    Don’t feel as though you always need to be trading: If you are a fan of micromanaging your trades, then it can be easy to adopt the mindset that every day should be all about trading. However, the truth of the matter is that there are always going to be days where the market just isn’t doing much of anything.  
 
      
 
    During these times, many inexperienced traders can begin to feel antsy and make minor trades that ultimately end up not doing much more than costing them transaction fees. Instead, the best choice is to simply sit back and relax and let the market sort itself out, even if it takes several days to do so. Just because you are trading on a regular basis doesn’t mean that you need to trade every day, and the sooner you get over the feeling that not trading is costing you money, the higher your overall successful trade percentage is going to be.  
 
      
 
    Don’t be afraid to follow the leaders: While in many investment markets, following the major players won’t lead to long-term success, in the forex market following closely behind them is a surefire way to land successful currency pairs. A major player is any entity that is large enough for their solitary trades to create ripples across the entire market. One of the best major players to watch are national banks as they are often the ones buying currency directly. 
 
      
 
    While it may occasionally be in a bank’s best interest to lose money on a specific trade, generally you will be safe when it comes to trading in the currency pairs they are interested in. Following government entities can also be an effective manner of not betting against the house. What’s more, these entities often telegraph what their next moves are going to be if you do the proper research. 
 
      
 
    Don’t underestimate the importance of economic reports: For every frequently traded currency, there are likely to be dozens, if not hundreds, of relevant economic reports released each year. While it might seem too time-consuming to keep up to date on all of them, the reality is that they are often going to be the best way to know what the market is likely to do and how it will change in the short term. As such, it is extremely important that you scour the internet for all the details on the economic reports that relate to your favorite currencies and when you are likely to receive updates. In addition to the official, final version of any given report, it is also important to keep up to date on any preliminary or unofficial reports that may surface as they are likely to make waves in the market as well. 
 
      
 
    Don’t rest on your laurels when it comes to your dealer or broker: When most people get started in forex trading, they tend to pick the dealer or broker who offers the cheapest transactions fees or one that doesn’t require a significant amount of trading capital up front. While this is all well and good, once you become a more experienced trader it is likely that there is a dealer or broker out there that can benefit you in ways that you didn’t consider while you were still a novice.  
 
      
 
    While many forex dealers refer to themselves brokers or brokerages, the difference between the two can be summed up in whether the company you are working with is willing to trading with or against you (dealer) or if they are simply setting up trades against other amiable parties (broker). Brokerages also often offer training courses and other extras that may appeal to new traders while dealers often offer a more bare-bones experience.  
 
      
 
    While many new traders need the oversight that a broker brings to the table, as you gain more experience you may find that dealers and their generally lower overall costs provide you will all of the resources that you need to trade effectively for as much as half the price. The total fee isn’t all you are going to want to keep an eye on, however, as if you choose a dealer that has little official oversight you will have no recourse if it ends up taking your money and then disappearing.  
 
    


 
   
  
 

 Chapter 2: Fundamental Analysis 
 
    In order to successfully trade in the forex market, one of the most important things that you need to learn is how to determine a profitable trade from one that fizzles out, or worse, costs you money. This is where proper analysis comes into play as either fundamental or technical analysis. Fundamental analysis is the type which is used most frequently, though technical analysis has its proponents as well. While both will help you to find the information you are looking for, they go about doing so in different ways. The fundamental analysis concerns itself with looking at the big picture while technical analysis focuses on the price of a given currency at the moment.  
 
      
 
    [image: chart-840332_960_720]This information divide means that fundamental analysis will always take longer to perform. The goal here is finding currencies that are undervalued based on overarching market forces. The information that is so crucial to fundamental analysis comes from external sources which means there won’t always be new information available, though this information is often is frequently easier to digest than the information required for technical analysis.  
 
      
 
    Broadly, the fundamental analysis allows you a temporary glimpse into the likely future of the forex market based on numerous different variables including publicized changes to the monetary policy. The idea here is that with enough information you can find currency pairs that are currently undervalued based on the true state of the market. Fundamental analysis is always made up of the same set of steps which are described in detail below.  
 
      
 
    Start by determining the baseline: When it comes to considering the fundamental aspects of a pair of currencies, the first thing that you are going to want to do is to determine a baseline from which those currencies tend to return to time and again. This will allow you to determine when it is time to make a move as you will be able to easily pinpoint changes to the pair.  
 
      
 
    In order to determine this baseline, the first thing that you will need to do is to look into any relevant macroeconomic policies that affect the currency you are research along with plenty of historical data as well. As past behavior is typically the most reliable indicator of future events, the importance of this process, while potentially tedious, cannot be overestimated.  
 
      
 
    Once you have fully grasped the historical precedent of the pair in question, the next thing you will need to consider is the phase the currency is in and how long it is going to last. There are six separate phases that every currency goes through on a regular basis. The first of these is what is known as the boom phase, which is easily identified by a low amount of general volatility and a high degree of liquidity. Alternatively, currencies frequently go through a bust phase where volatility is very high, and liquidity is very low. The other lesser phases are pre-bust or post-bust and pre-boom and post-boom which indicate that one of the major phases is either about to begin or about to end. Determining the right phase is crucial when it comes to finding a profitable trading pair.  
 
      
 
    In order to determine the current major or minor phase, the easiest thing to do is to start by checking the current rates of defaults along with banks loans and the accumulated reserve levels of the currencies in question. If numbers are relatively low, then a boom phase is likely on its way. If the current numbers have already overstayed their welcome, then you can be fairly confident that a post-boom phase is likely to start at any time. Alternatively, if the numbers in question are higher than the baseline you have already established, then you know that the currency in question is either due for a bust phase or is already experiencing it.  
 
      
 
    Money can be made in either instance as long as you can capitalize on what you’ve learned before the market aligns itself with the current phase. The earlier you can pinpoint the next phase the market will experience the bigger your dividends will be.  
 
      
 
    Consider the worldwide factors: The next thing you will want to do is turn your eye to global economic conditions and consider how they are likely to affect your trading pair. For this step to truly be effective, you need to see beyond the obvious signals and dig deep to find the indicators that are sure to make waves once they become public knowledge. One of the best places to start looking for this information is in the technology sector as emerging technologies can turn entire economies around in short order.  
 
      
 
    Technological indicators are often a great way to take advantage of a boom phase by getting in on the ground floor of a new trend. When this is the cause of a boom phase, it is likely to continue for as long as it takes for the technology to be fully integrated into the mainstream. Once it reaches the point of complete saturation, then you can count on a bust phase making an appearance. If you feel as though the countries you are interested in are heading towards a post-boom or post-bust phase, then you are going to want to be very careful in any speculative market as it is difficult to pinpoint exactly when this will occur. 
 
      
 
    If you are sure that a phase shift is coming, but you aren’t certain when then you are going to want to focus on smaller leverage points which are likely to pay off in the short term. At the same time, you will want to be on the lookout for long-term positions that are more likely to pay out once the phase shift does occur. On the contrary, when a phase is just starting you can make trades that have a higher degree of risk as the time concerns will not be strong enough to warrant extra caution. 
 
      
 
    Consider the global implications:  While regional concerns are often the best place to start when it comes to looking into long-reaching currency changes, it is also important to widen the scope of your research to include global currency policies. To get started you will need to apply the same level analysis you have already performed at a micro level to the world economy at large. The easiest place to start is with the interest rates of the major players including the Federal Reserve, the European Central Bank, the Bank of Japan, the Bank of England and any other banks that may affect your favorite currency pairs.  
 
      
 
    You are also going to want to consider any specific policy biases or legal mandates that are currently in play. While undeniably time-consuming, understanding all sides of the issue will make it much easier for you to determine areas that are flush with supply growth, where the next emerging markets are likely to appear and what worldwide expectations are when it comes to future interest rate changes and market volatility.  
 
      
 
    Be aware of the past: Once you have a firm idea of the current state of the worldwide economy and the specifics regarding your favored currency pairs, then you can start to compare the past to the present. This understating will then lead to a greater understanding of the current strength of the currencies in question while at the same time allowing you to more accurately determine how long the current phase is likely to last.  
 
      
 
    In order to capitalize on your new-found knowledge as effectively as possible, the best period of time to jump into a new trade is when one currency is just entering a post-bust phase while the other is entering into a post-boom phase. This way, standard credit channels will not yet have been exhausted completely, and you will have access to the maximum amount of allowable risk of any market state. A word of caution, however, this risk level is going to start dropping as soon as market conditions hit the ideal state and continue until the situation is completely reversed so getting in at the right time is crucial to maximizing your profits.  
 
      
 
    Consider volatility: It is relatively easy to determine the current level of volatility in a given market, all you need to do is to look to that country’s stock market. The greater the level of stability the market in question is experiencing, the more confident those who are investing in it are going to remain. This, in turn, means the forex market is likely to remain stable as well.  
 
      
 
    The stock market is never completely stable, however, no matter how low the current level of volatility may be which means you are always going to want to plan for the worst while hoping for the best. In this case, the more robust the boom phase is, the lower the overall level of volatility is going to be while the opposite is also going to be true. 
 
      
 
    Consider various currency pairs: All of the information that you have gathered so far should give you a fairly complete idea of the current state of various currencies that you may be interested in trading. You can then use this information to determine which pairs are likely to provide you with the greatest potential for profit in both the short and the long term. Specifically, what you are looking for in this instance are pairs, with the greatest difference between their interest rates as possible. 
 
      
 
    You will need to consider the gap between the two countries output as well as the difference in their unemployment rates. When considering these differences, it is also important to be understood that shortages can occur when constraints to capacity increase or when the rate of unemployment drops and that either of these factors can lead to inflation. These factors are crucial to determining what the disparity between a pair of interest rates will look like in the near future.  
 
      
 
    Additionally, you are going to need to be aware of standing balances of debt as it relates to your currency pairs. Specifically, you are going to want to look for a balanced capital to debt ratio as the healthier that this number is, the stronger the national currency will be. To determine this ratio, you will want to know how much capital each country currently has on hand along with their position when it comes to other nations, their level of reserves and their foreign investment. 
 
      
 
    Take into account relative trade strength: When a currency is in the midst of a boom phase, the strength of its fundamentals will determine if traders will continue to hold it. The same is true when it comes to currencies with either a very strong or a very weak interest rate. As such, when a given currency is in the earlier part of a boom phase you will be able to find a strong market for related currency pairs which match strong interest rates with agreeable fundamentals. Of all of these factors, the interest rate is the most important as a strong interest rate will always make up for mediocre fundamentals.  
 
    


 
   
  
 

 Chapter 3: Technical Analysis 
 
    Technical analysis is founded on the idea that previous performance is the most effective way to determine how a given currency or currency pair is likely to act in the future.  Technical analysts use numerous different tools including charts, trends, and indicators to determine where the forex market is going based on where it has been. While parts of the process can seem rather arcane, at its heart technical analysis is just monitoring supply and demand to determine when positive trends appear so that they can be properly utilized to turn a profit.  
 
      
 
    More than just a way to find the current intrinsic value of currency, technical analysis can accurately determine patterns that can be wide-ranging enough to penetrate the forex market as a whole and determine where the market is heading. What’s more, they allow those who are on the ball to turn a tidy profit in the process. 
 
      
 
    Technical analysis is based on three key principals. The first is that the price of all currencies is only ever going to move in the direction that relevant trends predict. The second is that, when given enough time, the market ultimately discounts everything. Finally, when given a long enough timeline, history will repeat itself without fail.  
 
      
 
    The market discounts everything: Those who practice technical analysis believe that the current price of any currency is set where it is because the market has already filtered through all of the relevant information and used it to determine the current state of things. As such, there is no more accurate way to judge a current price, period. 
 
      
 
    Price fluctuates according to trends: Once a trend has been found based on the past performance of a forex currency pair, it becomes exponentially easier to relate it to other, similar, trends for the purpose of determining what’s next. Therefore, it stands to reason that the most reliable technical analysis strategies are those that are based solely on the trends that have previously been noted, some of which go back more than 100 years.  
 
      
 
    History is fond of repetition: When currency prices fluctuate according to trends, then it stands to reason that a specific currency price is going to repeat the same trends multiple times when given a long enough timeline. This occurs because those who follow the comings and goings of the forex market are prone to responding in the same way to the same (or similar) types of stimuli, assuming everything else remains the same. As such, when the market responds to interest rate increases or decreases, those who own related currency pairs are likely to respond in similar ways each time the reaction occurs.  
 
      
 
    If this is the case, it then becomes much easier to predict the likely future of the market by simply picking out previous trends and waiting for them to manifest. These reactions are typically plotted using some pre-existing patterns that can accurately determine when new trends are likely to start as well as how strong they are likely to be and the best way in which potential investors can capitalize on them successfully.  
 
      
 
    Understanding trend 
 
    To use technical analysis properly, it is important to understand how trends work and how best to analyze them. In forex, a trend is any noticeable grouping of pricing data that points in either a negative or positive direction which indicates the direction the market will likely move in a predetermined period of time. Trends that are very easy to pick out are said to be strong which those that are more difficult to see are said to be weak.  
 
    [image: statistics-706382_960_720] 
 
    While strong trends speak for themselves, it is important to be cautious around weak trends as it can be easy to mistake random market movement for a weak trend that doesn’t exist. This is more difficult than it might initially seem as forex prices have been known to clump together in a suspicious fashion or to move around erratically in ways that trends typically signify. In order to minimize the likelihood of misidentifying a trend, the best thing to do is to focus on identifying the highest highs along with the lowest lows and discounting those data points in the middle. Remember, every data point doesn’t need to line up perfectly to prove the existence of a specific trend when it comes to technical analysis majority rules.  
 
      
 
    Positive trends, also known as uptrends, and negative trends, also known as reversals, aren’t the only types of a trend that you need to be on the lookout for. Horizontal trends also exist, and they are the definition of middle of the road. Specifically, a trend is said to be horizontal when all the moves that it makes are negated thanks to a series of opposite and equal moves in the other direction. 
 
      
 
    Trends can be of any length and the longer a trend is, the stronger it is. If you come across a trend that seems to cut off shortly, it is important to look at the underlying price movement over a larger period to ensure that you just aren’t missing the forest for the trees. The best way to ensure that you have accurately determined the type of trend you are looking at is to make it a habit to consult charts that cover both short and longer time spans as well.  
 
      
 
    Once you have consulted your charts and determined that you are following a trend that you find interesting, the next thing that you will want to do is to create a trendline to ensure your assumptions are accurate. If you are following an uptrend, then you will want to connect all of the dots of the lowest points of the currency or currency pair you are following. Likewise, if you are following a negative trend, you are going to want to mark the high points.  
 
      
 
    If the line that you have created ends up being above the data, then you can think of it as the market resistance or everything in the market that is keeping the price in question down. Alternatively, if the line you have created is below the currency price you are tracking, then it is said to be a price floor that is preventing the currency from dropping even further. This line is not useful when it comes to determining the overall likelihood that a trend will continue, just what the likely movement is going to be if it does. 
 
      
 
    Once you have discovered a specific trend, you will want to determine the channel that it is in to know when the right time to act on it will be. To do this, you are going to want to determine both the price floor as well as the price ceiling for the data you are monitoring. Once you have finished, you should have something that is clearly neutral, positive or negative. You are then going to want to extend the channel as long as it takes for the data you are tracking to break through it. The breaking point is the time you are going to want to strike as it pinpoints the time when a significant amount of positive or negative movement is likely to occur.  
 
      
 
    Crossover: When it comes to measuring the trend, there are multiple indicators or tools for which to do so. The most common of these is what is known as the moving average crossover. The crossover is the point at which the currency you are following and the indicator that determines if you are going to buy or sell intersect one another. A moving average crossover allows you to determine what an upcoming change in a trend is likely to be. When used properly it allows traders to make sense of movement that otherwise might seem disparate. It is only useful as a lagging indicator, however, as it only shows the movement a price has already experienced.  
 
      
 
    Moving average: Another useful indicator is the simple moving average. This indicator allows you to calculate the price of a currency over several different time periods before dividing by the number of time periods to come up with the average. When using this indicator, it is important to be aware of averages in both the short and the long term in order to get a true idea of the price movement. When the short-term average crosses the long-term average, then you know an uptrend is on the horizon.  
 
      
 
    You can easily customize your own simple moving average by first determining the number of timeframes you are going to use. This will help you to minimize volatility to get a clear picture of the current state of the market. The results of this indicator will determine either positive or negative trend movement, so you will know when to buy or sell respectively. The greater the time frame, the less volatile the results are going to be, though the reverse is also true.  
 
      
 
    Moving averages can be an extremely effective way to determine price trends that are going to buck the status quo. It is also useful when it comes to determining the overall trend a currency is experiencing as quickly and easily as possible, especially if you run two simple moving averages from different time frames simultaneously.  
 
      
 
    Moving average convergence divergence (MACD): When it comes to confirming a trend that you have noticed, MACD is the choice of professional traders everywhere. When utilized properly it measures the difference of two averages that have already been smoothed out to minimize random noise. If this average ends up being greater than the moving average, then the trend is positive which if it is less the trend is negative. The value of the MACD indicator will be 0 at the point where the averages intersect. The direction at which they cross should correlate to the trend that you uncover.  
 
      
 
    To utilize MACD properly, you need first to determine a longer and a shorter moving average. With this done, MACD works by taking into account the value left over by subtracting the longer from, the shorter before then plotting the results out over between 12 and 26 days. If the two averages line up with the shorter above the longer, then you know that momentum is increasing while the opposite is also true. This situation shows that you should hold off on any trades as the situation is likely going to improve sooner than later.  
 
      
 
    When plotting out the MACD, you will also want to plot a moving average at the same time as this will help you understand when the momentum is likely to shift. Plotting the moving average of the MACD is known as the signal line, and it is an option in most trading platforms. When the MACD line crosses at a point above the signal line, then the trend is bullish, and if it crosses below, then it is bearish. If the results are bullish, then this is a strong indicator that the trend is soon going to reverse.  
 
      
 
    While this tool can be useful if you are curious about the short-term direction the currency pairs you favor are going to move, it has its limitations as well. Specifically, it can generate mixed signals if the market is in a state of high volatility as numerous small movements tend to generate false signals. Additionally, as a lagging indicator, it can generate numerous different signals if the period of time you are tracking is exceedingly long. Finally, it is important to keep in mind that it is largely useless when it comes to comparing a pair of currencies that are sitting at different price points. Remember, it is useful for comparing a pair of moving averages, not for comparing currencies directly.  
 
      
 
    Reading price charts 
 
    A crucial part of technical analysis is utilizing what is known as a price chart. A price chart is a standard graph that shows the price on the vertical axis and the time on the horizontal axis. While there are numerous different types of charts, the point and figure chart, bar chart, candlestick chart and line chart are the ones that see the most use.  
 
      
 
    Line chart: A line chart is the simplest of all the price charts. This is because it only deals in the price of a specific currency as it stands at the end of each day. Each point is an end-of-day price, and the titular lines are drawn based on the amount of movement the price experienced day over day. When reading a line chart, it is important to keep in mind that it doesn’t show a range, so it isn’t useful when determining highs and lows. This doesn’t diminish its usefulness, however, as the closing price is still important to know when formulating your forex strategy. 
 
      
 
    Bar chart: In addition to showing the information provided by the line chart, the bar chart shows the highs and lows a currency experienced over a set period of time. It includes vertical lines to show these changes with a dash to denote the closing point on the right side of the line and the starting point on the left side of the line. If a bar is shaded black, then you know that the currency experienced a loss and if it is shaded in red, then it ended the day with a gain.  
 
      
 
    Candlestick chart: A candlestick chart elaborates on the details in the bar chart by showing the sum total of the range the price experienced each day. In addition to the vertical line, a candlestick chart includes a bar that spans the width of each day’s range. They are then colored in based on whether the overall movement is positive or negative. There will be a varying color for positive or negative movement as well as a third color to indicate if the currency set a new 24-hour record. 
 
      
 
    Point and figure chart: While it is less used today than it once was, the point and figure chart shows the movement of price without focusing on time or volume. This makes it useful for traders who are interested in analyzing price movement without all of the noise the market generally provides. If you are afraid there is some other metric that is skewing your data, a point and figure chart can help you determine the cause. The point and figure chart uses lines comprised of X’s and O’s. X’s indicate positive movement while O’s indicate negative movement. This chart is the most fluid of the commonly used options because it allows you to add your own additional variables as well. 
 
    


 
   
  
 

 Chapter 4: Strategies for Success 
 
    Carry Trade 
 
    Without a doubt, one of the most useful strategies that you can employ when trading in the forex market is what is known as the carry trade. The strategy involves finding a currency pair that your analysis indicates should be profitable in the near future while also having the greatest amount of disparity between their two interest rates as possible. Typically, one of the currencies that you are going to want to use for this type of strategy is either the Australian dollar, the New Zealand dollar or the Japanese yen. The New Zealand dollar and the Australian dollar are known to frequently have an interest rate of as high as 4.5 while the Japanese yen is known for getting as low as 0.1. 
 
      
 
    Carry trades are a great way to bolster your forex portfolio as they are practically guaranteed to generate profit every day based on the interest you will earn while holding them. When making carry trades, it is important to keep in mind that payments for interest earned during the weekend won’t be paid until Wednesday which makes Thursday the most profitable day of the week to close out carrying trades. The carry trade is also an excellent choice for those who don’t want to spend each and every minute of every day staring at a computer screen in hopes of seeing the type of movement that will generate a reasonable amount of profit. 
 
      
 
    While it has been in use for decades, the carry trade was propelled into the limelight in the early part of this century as the AUD/JPY spent a significant period of time with an interest rate differential of more than 5 percent. This, coupled with the fact that almost anyone could gain an amount of leverage of as much as 200:1 during the same period.  
 
      
 
    In order to determine how much a potential carry trade is going to earn, the first thing to do is determine the difference between the interest rate of the long currency and the interest rate of the short currency. With that number in mind, you will then multiply it by the number of units that you have in your position, making a special point to include leverage as well. With this number in hand, you will then simply divide by 365 to find the amount of interest that you will earn each day at the current interest rate disparity. 
 
      
 
    The best time to jump into a new carry trade is going to be when a report from a central bank indicates that an increase in interest rates is on the way. Once this information is made public, you will find that many people anxiously jump into a carry trade with a second currency that offers the greatest discrepancy to where the first currency’s interest rate is going to end up. With an understanding of how the market is going to react to the news, it is important that you jump in as quickly as possible in order to maximize your profits. The longer you wait, the less you will earn as the differential between the two will be further increased by a large number of investors suddenly jumping onboard. 
 
      
 
    If the indicators on a particular currency pair aren’t as strong as you would like, then a standard carry trade might be too risky. If you are still interested in pursuing a carry trade in this instance, then you will want to utilize what is known as a basket carry trade instead. To utilize a basket carry trade you are going to purchase three different currency pairs instead of just the single pair common to a standard carry trade. You are going to want each pair to have varying levels of disparity in their interest rates so that you are sure to see a profit regardless of the direction the market decides to move in. In this scenario, you will likely see a normal level of profit on one of the three, a small profit on a second and you can let the third unprofitable pair expire with only a loss of transaction fees. 
 
      
 
    While a carry trade has a potential to earn a steady return on your investment with little need for micromanaging, that doesn’t mean that it is always going to be the right choice in every situation. As an example, if a country with a traditionally high-interest rate suddenly announces that they are going to slash that rate to bolster their economy, then a large majority of those who are currently utilizing it as a part of their carry trade strategy are going to offload it, reducing the interest rate disparity even more. Much the same thing is likely to occur when the reported average annual yield decreases or the variance inherent in the exchange rate increases. Finally, you will want to always be on the lookout to ensure that the central bank of either country doesn’t do anything to forcibly alter the current currency trajectory.  
 
      
 
    Short term strategy 
 
    If you are interested in trading in the forex market in the short term, it is important to consider that you will need to always be in a position of absolute control both when it comes to managing risk and sticking to the plan that you outline before getting started. This will allow you to deal in charts that offer shorter time frames than many other forex investors. This doesn’t mean that you will only want to stick to the short-term charts, however, as this will unnaturally curtail your profits. 
 
      
 
    To get started trading in the short term, the first thing that you will need to do is to find a pair of moving averages on the hourly chart. The trading platform that you use should have an option to automatically generate what you are looking for based on a predetermined time frame that you plug in. Once you have the right indicators, you will then be able to utilize them as a type of guidepost, allowing you to see how the market is moving in a time frame that will allow you to look before you act. If the resulting short moving average is less than the greater moving average, then you are going to want to lean heavily on a long position while if the opposite is true, then you will need to lean on the short position. 
 
      
 
    After you have determined the trend that you will be working with, the next thing you will want to do is to look at entries that are going to match the direction of the trend you are following. The goal at this juncture is to locate the momentum that you have seen on the longer chart and find it in the 5 or 15-minute chart. 
 
      
 
    When utilizing this strategy, it is important to remember that the timing is not always going to be right when it comes to buying in. Rather, you will want to be patient and wait for a profitable position to come along. The best way to do so is to look for what is known as the exponential moving average. When looking for this type of average you are going to need to find a trigger that is known as an 8-period exponential on the 5-minute chart. When this exponential begins to move in the direction of the overall trend you will know that it will soon pick up speed and increase in such a way that will generate a profit.  
 
      
 
    While this strategy does take a fair degree of micromanaging, it is beneficial in several ways. The first is that waiting until you see the right trigger means that other traders who are working in the short-term are always going to be creating an action based on the pair you are looking to trade leading to more reliable profits. Furthermore, this strategy is a great way for those whose starter capital might not be where they want it to be as it will allow the savvy trader to jump on specific currency pairs before the serious momentum starts and the bullish nature of the pair pushes the price beyond their means.  
 
      
 
    On the other hand, this strategy will also allow those who utilize it to sell various currencies for the greatest amount of value possible because it lets them get out early. If a price experiences a short-term retracement, however, then the price is going to swing, and you will need to be able to determine what you are seeing to prevent yourself from making a mistake.  
 
      
 
    In order to maximize your profits in this scenario, you will need to set up your stop losses at a point that is just below the currency’s last high water mark. Alternatively, if you are invested in short positions, then you will want to set your stop losses so that they are just above the current low point to prevent a loss. This makes the short-term strategy extremely versatile as long as you can keep your emotions in check and set the right stops. 
 
      
 
    This is not to say that working in the short term is without risk, however, as the short-term charts are likely to change dramatically with little or no notice. As such, if you hope to make money when utilizing this strategy, you will want to ensure that you have the ability to react within a moment’s notice. The best reaction in most situations is going to be waiting for the currency to return to the point of profitability before setting a new stop loss that is slightly in the money without getting greedy.  
 
      
 
    Fibonacci retracement 
 
    [image: 800px-Leonardo_da_Pisa]The goal of a Fibonacci retracement is to determine when a specific currency is going to reverse direction temporarily to allow you to jump onto a positive trend that you otherwise may have missed. This means you not only need to know the current trend of the market, but you will also need to accurately determine pricing indicators for the trend that will allow you to determine when the current price is either above or below average.  
 
      
 
    There are several different Fibonacci ratios that you will be able to utilize profitably in the forex market. In order to understand what you are looking for, however, you will need to be aware of the basics of Fibonacci numbers in general. Fibonacci numbers start with the numbers 0 and 1 and then increase from there based on the total of the sum of the two previous existing numbers. This means that 0 and 1 are then followed by a second 1, then 2, 3, 5, etc. The difference between these numbers is then known as a Fibonacci ratio, and they include .236, .382, .5, etc. When you can find these ratios in the currency pairs you favor then you can pick out naturally appearing entry and exit points. 
 
      
 
    Fibonacci ratios are typically built into most trading platforms which will save you from doing tedious calculations and ensure that the ratios you are using are the right ones. To use them properly all you will need to do is to consult the Fibonacci ratio chart which will make it easier for you to determine the resistance levels that are likely to come into play at various price points. As the price increases, the Fibonacci level will act as resistance to further increases and when the price decreases it will act as support for the price falling too rapidly.  
 
      
 
    When you are watching a negative trend, the Fibonacci levels that you are looking at will begin at the start of the downward slope and extend in such a way that they will overlap the trend you are watching. They may also extend into the next trend to appear. If you are following a positive trend instead, then the Fibonacci level will begin at the bottom and move upwards. When watching these levels, it is important to wait until the trend is completely visible in order for the results to be as accurate as possible. If the full trend isn’t available on the chart that you are watching, switching to the chart of a shorter time frame might be a viable solution.  
 
    


 
   
  
 

 Chapter 5: Tips and Tricks 
 
    Keep your mindset in mind 
 
    In order to make money successfully trading in the forex market then there are several skills that you are going to need to hone to a fine point. The most important of these is ensuring that you develop the right mindset to trade successfully and, more importantly, that you automatically start to utilize it without conscious thought. Specifically, you are going to want to make a concentrated effort to always keep a cool head, regardless of the situation you find yourself in. When trading in the forex market, your ultimate goal should be to remain as emotionless as possible and not to let any thoughts not related to trading based on your plan enter into the equation at all.  
 
      
 
    The numbers are the only thing that matters when you are trading if you let anything else come between you and executing your plan you are doing things wrong. Being successful in the forex market frequently requires making important decisions on the fly, and the only way of ensuring that you are making the right choices is if you are certain that emotion doesn’t enter into the equation.  
 
      
 
    While it should seem obvious that emotions don’t have a place in your trading plan, understanding this fact and acting to ensure that you trade with robotic precision are two separate things. While banishing all emotions at once, especially if you are naturally an emotional person, can be tricky; the best way to do so successfully is by working to remove the influence of one emotion at a time.  
 
      
 
    The first emotion that you are going to need to deal with is anger as it can easily cloud your judgment with you even realizing it. It is natural to feel angry when a trade that is going your way suddenly turns around and starts moving in the other direction, however, that doesn’t mean that acting on the anger is going to do you any good. Instead of letting your anger influence your decision-making process, you need to get into the habit of working quickly to minimize your losses and leaving the feelings of anger to cool on the back burner until you have alleviated the situation. 
 
      
 
    Next to anger, the most common emotion that is guaranteed to skew your perspective on trading effectively is fear. Like anger, it is natural to be a little fearful when it comes to making big trades, especially those of the high risk, high reward variety. Likewise, if you invested more heavily in a given currency than you could, strictly speaking, afford then watching the progress of the given trade can be downright terrifying.  
 
      
 
    While getting angry can cloud your judgment, being afraid can leave you paralyzed and unable to make the type of split-second decision that can turn a major loss into a minor bump in the road. There are two primary ways of getting over your fear, the first of which is by never starting a trade that you can’t afford to lose. Investing is never a sure thing which is why the potential for profit is so great, and the sooner you learn to live with that fact the better. The only other way to mitigate fear is with practice. Remember, the more you trade, the more comfortable the entire process will feel.  
 
      
 
    Never trade without a clear goal in mind 
 
    Even if you are just learning all of the ins and outs of the forex market, it is important that you never do any trading without a clear idea of what you hope to gain. Trading without a clear set of goals is a surefire way to lose money, even if you are following a safe currency pair. In order to determine your goals accurately, the first thing that you are going to want to do is to choose an amount of time you are going to spend trading each day and stick with it. The amount of time you have to devote to trading has long-reaching ramifications, if something about your daily schedule changes, you are going to reevaluate your goals. 
 
      
 
    You are also going to need to clearly identify the amount of capital you have on hand along with the amount of risk you are able to handle realistically. If you are risk adverse, then you are going to want to make fewer overall trades that are each relatively like to succeed. On the other hand, if you like the idea of a great deal of risk leading to serious rewards then you will need to make a larger number of trades overall.  
 
      
 
    With all of this information in mind, you can then determine the amount of profit you are looking for in this investment scenario. If based on the details you have put together, things simply don’t seem to line up, then you are going to need to change either the amount of time you expect to spend trading each day or the amount of risk you are willing to take.  
 
      
 
    While it can be difficult to determine your personalized trading goals, it is important that you figure out the details before you begin trading in the forex market in earnest. Not only will this make you more effective overall as a forex trader, but it will also make it easier for you to remain in charge of your emotions so that you aren’t expecting a serious payday right off the bat when it is unlikely to materialize. Finally, it is important to give your goals some time to materialize before you start changing things up. While you are going to want to be aware of unrealistic goals, it is important to at least wait a few weeks to determine how things are likely going to shake out to ensure you aren’t constantly changing your plan without cause. 
 
      
 
    Be aware of market sentiment 
 
    If despite your best efforts to determine the true market value of a particular currency or currency pair, things just don’t seem to be lining up, then the market sentiment is often to blame. When left unchecked, market sentiment is capable of altering the price of a given currency significantly, simply because the way other investors are thinking about a specific currency is based more on a gut feeling and less on the actual facts that the market is presenting.  
 
      
 
    To ensure that you don’t let market sentiment begin to get in your way, it is important to keep an eye on not just specific short-term charts but the big picture as well. Looking at one and not the other is a great way to fall victim to a deceptive trend that is simply a smaller part of a larger overall trend that is moving in the opposite direction of how it first appears. As you become more familiar with the pairs you are interested in focusing on, you will be able to determine when something is off about their daily movement. Until this happens, however, it is important to take things slow and to pay as close of attention to the market as possible. 
 
      
 
    If you notice that a given currency or currency pair appears to be moving very quickly in a positive direction with dips that don’t equal out to the strength of the positive movement, then you can likely assume that other investors are purchasing the pair without taking the time to do the proper research. This means that you can expect the market sentiment is currently in a bullish state which will allow you to change your current trading plan to compensate.  
 
      
 
    You can also determine that the market is currently experiencing a bullish sentiment if the response to the positive related news is much more dramatic than to negative related news. The opposite is also true and indicates the market is currently in a bearish state.  
 
    


 
   
  
 

 Chapter 6: Mistakes to Avoid 
 
    Never make a move without knowing the risks 
 
      
 
    While from time to time you may come across a potential trade that appears as though it is going to be a sure thing, acting on this hunch without doing your homework first is always going to end in disaster. Before you purchase any currency pair, it is critical that you look at the trade from all angles which means understanding how likely you are, not just to make a profit on the transaction, but lose everything as well. This is why it is so important to utilize either fundamental or technical analysis, if not both as if you are unable to determine the current way the winds of the market are blowing then you will have no way of knowing if you are getting in ahead of the curve or simply following the crowd.  
 
      
 
    Additionally, it is important to always start off any foray into the forex market with a firm plan in mind, not just in case the trade goes sour, but for when things go according to plan as well. With a clear idea of the potential risk in mind, you can then do everything in your power in order to ensure that it is mitigated as completely as possible. The best way to multiply your odds of success as greatly as can be is to firmly set a point where it is in your best interest to cut your losses and try again another day. You will also want to include a point where you can be happy with your profits and get while the getting is good. 
 
      
 
    The difference between the two points can be visualized as the breadth of the risk that the trade in question is going to represent. With this in mind you can then make a value judgment based on the amount of risk and the potential for a positive payoff should things go your way. If the potential for success is not greater than the potential risk of a factor of 2 to 1 (3 to 1 is even better), then you are going to be better off changing the specifics of the trade or simply backing off and waiting for something better to come along.  
 
      
 
    Assuming you do go along with the proffered trade, it is important to understand that the risk of overstaying your welcome is going to almost always be greater than the potential for additional gains. While it may be tempting to squeeze every penny from every trade, especially early on, the fact of the matter is that this is a surefire way to lose money, even if occasionally your desire to stay in actually nets you some additional profits. In fact, the times that this behavior does result in additional profits is worse than when you lose money because it will lead to bad habits that are sure to come back and bite you at some point in the future.  
 
      
 
    That’s not to say that sticking with a surprisingly strong trend is always the wrong answer, however, as long as you approach it in the right way. As such, when you feel as though a potential trend is likely to continue past the point where you originally planned on getting out, the best thing to do is to split your profits by selling off half of your total holdings and keeping the other half in order to take advantage of the unexpected potential windfall. This way you will be protected from a sudden reversal of fortune while at the same time not missing out on a particularly strong positive trend.  
 
      
 
    When it comes to mitigating risk as fully as possible, it is also important to take the current level of liquidity of your favored currency pairs into account to ensure that there is always going to be enough movement to make it worth your while. This is especially important as liquidity will have a larger impact the smaller the amount of trading capital that you have on hand. Especially when you are starting out, you should make it a point to never invest more than 2 percent of your total available trade capital in a signal trade.  
 
      
 
    This means that if you start off with $5,000 of available funds to spend in the forex market, you are never going to want to invest more than $100 on a specific currency pair. While this amount may seem limiting when you are on a roll, it will actually serve to keep you trading successfully in the long run. In fact, you would need to make 50 bad trades in a row in order for your trading capital to be used up completely, something that is unlikely for even the most novice forex trader.  
 
      
 
    Being successful in the forex market is all about long term wins outshining short term losses. Any trading plan can be successful as long as it leads to a profit slightly more than 50 percent of the time. While these payouts won’t be anything to write home about, you are guaranteed to keep moving in the right direction as long as you take it slow. If your available trade capital is relatively modest, you are going to want to stick to mini lots until you build up a larger amount of capital to invest with. Mini lots will allow you to risk as much as a 50-pip margin without exceeding 2 percent of $5,000.  
 
      
 
    Don’t trade based on what others are doing 
 
      
 
    When it comes to losing money in the forex market, there are few more efficient ways of doing so than by following a trading plan that someone else created. While it can be easy to look at professional forex traders and want to mimic what works for them, it is important to instead avoid the temptation by keeping in mind that knowing yourself and your strengths and weaknesses are the most reliable path to success.  
 
      
 
    Specifically, you are going to want to have an honest conversation with yourself when it comes to understanding how risk adverse you actually are. Additionally, you will need to consider how likely you are to keep your emotions in check when the rubber meets the road and a significant potential payoff is on the line. Failing to take your personal proclivities into account will only lead to a poorly thought out plan that is sure to cost you a share of your profits. Understanding your personal style will make it easier for you to find timetables and strategies that play to your strengths and mitigate your weaknesses rather than choosing those that force you to struggle against your natural inclinations. 
 
      
 
    One of the most important things you need to consider is the timeframe that you are interested in working in that best compliments your own personal trading style. If you are the type of trader that likes to take as few risks as possible, then the best thing for you to do is to consider shorter time frames where it is much easier for you to gain a complete picture of what a given currency pair is up to. If, however, you aren’t a fan of micromanaging your trades then something in a prolonged period is likely to be a better fit. 
 
      
 
    With a timeframe in mind, the next thing you will want to consider is what methodology works best for you. There are numerous different methodologies to consider including options such as breakout prices, trading via indicators, buying support and selling resistance to name a few. As with choosing the best timeframe, choosing a methodology or two is a matter of personal preference which means that taking recommendations from others is, at best, little more than a shot in the dark. While it might be more time-consuming to look through the options and choose the ones which are best for you, the results will surely speak for themselves.  
 
      
 
    Once you have chosen the most promising methodologies, the next thing you will want to do is to put each one to the test with a low-stakes trade that won’t cost you much if things don’t go according to plan. Assuming the first test is promising, you will then want to up the ante and continue testing for several weeks to determine if the given methodology is enough to increase your overall successful trade percentage. Only by constantly hitting an acceptable trade percentage will you be able to confidently know that the methodologies you are using are the right ones for your personal trading plan. Remember, just because you have found a few methodologies that work for you is no reason to stop exploring all of the options that are available to you, you never know when something new and extremely useful is going to pop up. 
 
    


 
   
  
 

 Conclusion 
 
    Thank for making it through to the end of Forex: The Ultimate Guide to Forex 
 
      
 
    Uncovering Forex Profit Making Secrets, let’s hope it was informative and able to provide you with all of the tools you need to achieve your financial goals whatever it is that they may be. Just because you’ve finished this book doesn’t mean there is nothing left to learn on the topic, however, expanding your horizons is the only way to find the mastery you seek. 
 
      
 
    The next step is to stop reading already and to get ready to kick your forex trading experience into high gear thanks to plenty of hard work and dedication. Now that you are familiar with additional strategies and tips to maximize your forex trading experience you should find it even easier than ever before to face down a particularly unfortunate trade without anger and fear and to simply react in the most logical manner possible in order to ensure that you are able to take the best action available to you at the moment.  
 
      
 
    Regardless, it is important to continue to moderate your expectations as major windfalls are unlikely to come along every day. Likewise, they aren’t going to come from gut feelings or risky maneuvers, the only way you will ever be truly financially successful through forex trading is by creating a plan that is effective more than 50 percent of the time and sticking to it faithfully no matter what might occur to convince you that some variation to it is going to be your ticket to the big time. Remember to persevere, stick to the plan and do your homework, and you will ultimately find success regardless of which investment market you favor, it really is as simple as that.


 
   
  
 

 Options Trading:The Ultimate Guide to Options Trading: Uncovering Options Trading Profit Making Secrets 
 
      
 
   
  
 

 Description 
 
    If you have ever spent any real time trading in one or more of the asset investment markets, then you know how little freedom you sometimes have to go your own way and set your parameters for financial success as they make sense to you. Not so with options trading, which, as the name implies provides you with the option, not the obligation to carry through on what you have started. What’s more based on the state of the market at the moment, you can easily transfer all of your existing skill into this new way of trading without missing a beat. If you are already somewhat familiar with options trading but want to take your skills to the next level then Options Trading: The Ultimate Guide to Options Trading is the book you have been waiting for. 
 
      
 
    Studies show that barely more than 10 percent of all options traders display the type of mindset that will help them be successful in the long term. Inside you will learn not just what it takes to form the type of mindset that will lead you to success, you will also learn important tips that the best options traders utilize on a daily basis along with the mistakes that many traders of all skill levels fall into and how you can avoid them for yourself. You will also learn what a reliable options trading plan looks like and how to measure the metrics of your current system to ensure that it measures up.  
 
      
 
    When it comes to being successful in the options trading market, it is all about the strategies that you use which is why inside you will find more than a dozen different strategies that are proven effective. You will find strategies that you will use every day as well as those which are going to be useful in more specialized situations. No matter your skill level or experience, Options Trading: The Ultimate Guide to Options Trading has something you can use.  
 
      
 
    If you know that you have it in you to be successful in the asset market, but you haven’t quite found the right niche, then what are you waiting for? Take control of your financial future and buy this book today! 
 
      
 
    Inside you will find 
 
      
 
    
    	 The difference between liquid and illiquid options and which you stay away from more often than not. 
 
    	 Why it is important to consider historical volatility before you make any moves. 
 
    	 Which metrics you are going to want to consider in order to determine if your trading plan is a dud or a financial stud. 
 
    	 Ten different trading strategies for all seasons and market moods and how to get the most out of each one. 
 
    	 Several specialized and advanced trading techniques and when to use them for maximum profit. 
 
    	 And more… 
 
   
 
    


 
   
  
 

 Introduction 
 
    Congratulations on downloading Options Trading: The Ultimate Guide to Options Trading and thank you for doing so. When it comes to jumping into investment trading, options are easier than many other choices only because they rely more on existing knowledge of the underlying asset markets. This doesn’t mean it is a straightforward process, however, and if you aren’t careful, you can lose the sum total of your trading capital just as quickly as anywhere else.  
 
      
 
    To help ensure you are as successful as possible, the following chapters will discuss everything you need to know in order to ensure your time spent trading options is as easy and fruitful as possible. First, you will learn all about the mindset you need to adopt if you are going to be successful at options trading, not just in the short term but for the long term as well. From there you will learn many of the essential tips for success that experienced options traders use every day as well as the mistakes that many traders of all skill levels fall into and how you can avoid them for yourself. You will also learn about the importance of analyzing your trades and how to make sure that your trading system or plan is as efficient as possible. Finally, you will learn all about the many different trading strategies that you will use on a regular basis as well as several more specific trading strategies that can lead to major profits if utilized successfully. When you are finished there will be no option, no matter how convoluted that can stand in your way.               
 
      
 
    There are plenty of books on this subject on the market, thanks again for choosing this one! Every effort was made to ensure it is full of as much useful information as possible, please enjoy! 
 
    


 
   
  
 


 Chapter 1: The Mindset of the Successful Options Trader 
 
    [image: ]Studies show that barely more than 10 percent of all options traders display the type of mindset that will help them be successful in the long term. If you ever hope to be one of them, the first thing you need to do is to separate your emotions from your actions. Instead of letting your emotions factor into your trading strategy you need to remove them from the equation entirely by striving for the purely logical mindset that the best options traders cultivate. Following the suggestions outlined below will allow you to focus on long-term success regardless of what distractions are currently taking place around you, naturally improve your successful trade ratio in the process. 
 
      
 
    Have the right expectations: When it comes to honing your trader’s mindset, perhaps the most important thing you can do is understand the results you are likely to experience. Having realistic expectations will allow you to respond appropriately both in times of failure as well as success. Specifically, this means you are going to want to banish thoughts of major success in a short period of time. This, in turn, will make it easier for you to prevent negative thoughts from creeping in throughout the day and causing you to take risks you otherwise would not take. 
 
      
 
    Additionally, it is important to be aware of what your emotional triggers are while trading. As everyone’s triggers are different, the best way to understand your own is to keep a trading journal. In this journal, you are going to want to keep track of all of your trades, both successful and unsuccessful. You are going to want to note the date of each trade, the specifics surrounding it, the emotions you felt at the time, whether or not it was successful and why.  
 
      
 
    This exercise will not only help you to be aware of the emotions you are likely to experience in the future; it will help you understand why they appear in the first place. Emotions are the enemy of good trades and the best way to outpace your enemy is to know them inside and out.  
 
      
 
    For many traders, the strongest emotional triggers occur because they believe that correctly executing on a plan should lead to success 100 percent of the time. This stems from a misunderstanding of what considering a plan successful actually means. When it comes to options trading, a successful plan is one that hovers around a 60 percent success rate. This means that the scheme is extremely likely to turn a profit in the long run but a full 40 percent of the time it is used it will end in failure.  
 
      
 
    Losses are an unavoidable part of the investment process as risk is what ultimately leads to profit. If every investment were a guaranteed success, no one would bet against it, and there would be no chance for a profit. To mitigate these feelings, it is important to understand that a good trade is not one that made money but rather one that followed your system to the letter. In order to do so properly, you need to focus exclusively on your long-term results and treat everything else as meaningless noise.  
 
      
 
    This means you will want to wait at least a month between periods where you update your plan as anything less isn’t going to provide you with enough details to make changes effectively. A significant moment in your evolution as an options trader will be the moment you can see why the trader who struck it rich after a few random trades is less successful than a trader with a few different plans that are always executed on properly no matter what. Remember, an effective trader is a selective trader.  
 
      
 
    Additionally, it is important to view options trading as a marathon rather than a sprint. With this fact in mind, it will be much easier for you to consider unsuccessful trades as a learning experience rather than an abject failure. This will then make it easier to keep emotions out of the equation, a feat that will become even easier with practice. 
 
      
 
    Understand that sometimes it is okay to do nothing: Another negative mindset that many traders foster hinges on the idea that they always need to be trading. The reality is that inaction can be just as profitable as an extended trading day if the conditions are right. As long as you are not the writer of an option then creating a pull or call doesn’t force you to take any specific action if things don’t work out in your favor. This fact may seem obvious, but when thought about logically, it becomes difficult to put theory into practice when there is money on the line. 
 
      
 
    This is why it is important to include situations where not going through with a trade is the right choice in the system that you decide to use. Once again, as long as you listen to the system that you created when your mindset was at its best you have the potential to become an expert options trader. 
 
      
 
    One of the most important things you need to wean out of your trading habits is jumping into trades without thinking them through entirely. Getting into the habit of picking and choosing the best trades for your system will help you become a professional when it comes to separating the wheat from the chaff. Knowing how to do this will contribute to ensuring that you are not just getting lucky now and then when it comes to making trades.  
 
      
 
    The same goes for getting out of a trade that turned sour as sticking with it and hoping things turn around is on of the easiest ways to lose your shirt. The best choice is always going to be letting the trade in question speak for itself and, if the trade doesn’t go the way you expect, use that as an opportunity to learn for next time. 
 
      
 
    Put more value on patience: Patience is one of the most important, and most difficult, thing for many traders to learn. This is because sitting idly by with money on the table is such a difficult skill to master. Luckily, like all skills, it can be improved with practice. In order to perfect this skill, it is important to internalize the fact that the market isn’t always making big moves, even at times of peak volatility. A useful way of helping yourself learn patience is by never focusing on just one trade at a time. Keeping your options open makes it easier to put each trade in perspective and prevent any one trade from artificially inflating its importance in your mind. 
 
      
 
    This is not to say that individual trades should be treated flippantly. Rather, you need to consider each trade in a perspective that takes the entirety of your goal into account. Additionally, this means that you are going to want to come to terms with the fact that there will be some days where there just isn’t much going on. Overtrading can be just as damaging to your bottom line as not trading enough or making bad trades, especially if your transaction fees are higher than you might prefer.  
 
      
 
    To help cultivate the right mindset you are going to want to set either monthly or weekly profit goals as opposed to daily trading goals. Setting daily goals will likely cause you to make erratic trades at the end of the day as you strive to meet your goal. Even if you do end up making the target amount each day to hit your goal, it is likely that at least some of these trades will not have stood up to the strict level of scrutiny that a good plan requires. What’s worse, if you end up seeing results based on the poorly thought out trades then it can promote the formation of destructive habits moving forward. 
 
      
 
    It is important to focus on building the type of discipline that will serve you well in the long term as early in your trading career as possible as you will less be less likely to have major trades on the line. The longer you go without giving into your impulses, the easier it will be to ignore them completely. 
 
      
 
    Learn to adapt: While it is important to stick to your system when your emotions are telling you otherwise, it is equally important to understand that sometimes market situations will change on the fly. When this occurs, you are going to need to go off the book if you hope to see your current trade end in profit. At first, it is going to be difficult to determine when it is the right time to toe the line and when it is the right time to experiment as the only clear indicator is practice.  
 
      
 
    In order to ensure that you have to fly blind as infrequently as possible, you are going to want to have several different trading plans on hand that is ideal for different market states. Learning which plan is right for which situation and when it is time for a change, in real time, will help you see much greater overall returns a much greater portion of the time. 
 
      
 
    Regardless of your planning, sometimes the unexpected will occur which means that you will need to make a leap of faith in order to be successful. A competent trader will be aware of market signs that change is on the horizon and will be able to act accordingly. This is another skill that cannot be taught; it can only be gained by experience.  
 
      
 
    As long as you keep the appropriate mindset regarding individual trades, any new strategy that is attempted will result in valuable data, if nothing else. It is important to understand that learning not to use a specific course of action a second time is always valuable, no matter the costs. Working to build this into your core trading mindset will lead you to greater success in a wider variety of situations in the long term.  
 
      
 
    Put consistency above all else: When it comes to developing a professional trading mindset, you are going to need to learn to prioritize consistency in all things. This can be another fact that is easy to understand in theory but much more difficult to put into practice. In order to get to this point, you will need to deal with financial setbacks and profits that were less than they first appeared. Ensuring these types of situations don’t happen in the future requires a level of inquisitiveness that isn’t innate for many traders. Making a habit of digging deeper into the reasons behind your successes as well as your failures is sure to lead to a greater level of success overall.  
 
      
 
    While certain types of investment market trading lend themselves to high risk/high reward strategies, trading options is not one of them. The best options traders tend to prioritize reliable gains of middling size and leave the riskier trades to the novices. While a larger than average return is nothing to sneeze at, a reliable trading record is going to generate a greater level of gain in the long term. 
 
      
 
    Understand your strengths and weaknesses: In order to find success in the long term, it is important that you understand where your trading strengths and weaknesses lie. Only by reaching this level of personal understanding will you ever be able to create a trading plan that builds on the one while minimizing the other. This is another reason it is so important to keep a trading journal as it will help to reveal tendencies that you tend to repeat that you might not otherwise be aware of.  
 
      
 
    Doing so will help you to become more aware of when you are letting emotions cloud your judgment as it will be clear when you made trades that you would not have made at the beginning of the day when your head was clear. With enough practice, you will then be able to head these emotions off at the pass and take a break instead of letting your successful trade percentage suffer.  
 
      
 
    Focus on keeping a clear mind, and you will find that not only is it easier to stick to your system but that you are able to determine the specific causes for success or failure found in each trade as well. Practice keeping this mindset during every trade, and you will see a greater percentage of successful trades sooner than you may expect. 


 
   
  
 


 Chapter 2: Tips for Success 
 
    Avoid call options that are out of the money: While most investment markets focus on the trend of buying low and selling high, this approach doesn’t work when it comes to options trading. Putting your money on out of the money call options often devolves into little more than gambling, and there are more effective ways of gambling that have much higher odds of success. Additionally, making these types of trades can make it difficult for you to understand why the trade failed to return a profit which makes the whole thing an exercise in futility.  
 
      
 
    To understand why out of the money call options are a poor choice it is important to keep in mind that when you purchase an option, you are saying not only that you know how the underlying asset is going to move but also when that move is going to occur. If you make a mistake when judging either, you are going to be out the premium you paid for the option along with the cost of the commission as well. What’s worse, your funds will then be tied up until the option expires meaning you may miss out on a preferable alternative in the interim. Remember, in order to see a return on this type of trade the underlying asset of an option that is out of the money needs not only to increase, it also needs to reach all the way to the strike price.  
 
      
 
    Know when to use varying strategies: Options trading offers up a wide variety of different strategies to ensure you don’t end up trying to fit square pegs into round holes. For example, buying on spread will sometimes be an excellent way to capitalize on various market conditions, but only if you are aware of the specifics beforehand. Not only will focusing on a single strategy cost you money in the long run, but it will also skew your results by calculating false losses that were not indicative of the strength of the system in question.  
 
      
 
    Know the spread: A long spread is made up of a pair of options that are similar in every way except one has a higher strike price than the other. The option with the higher cost is being purchased while the other is being sold. These options can be either puts or calls. Long spreads comprised of calls are bullish, and those comprised of puts are bearish.  
 
      
 
    Despite the fact that when the time lapse hurts one-half of the spread, it helps the other, spreads ultimately hurt your profit potential in most cases. This is because one-half of the pair is practically always going to expire unless the underlying asset is extremely volatile. With that being said, if you are interested in reliability above all else then they are still a good choice.  
 
      
 
    Always have a clear point of entry and exit: To trade in the options market successfully, it is important to always have a clear idea of the ideal entry and exit points you are going to utilize. Not only will doing so help to mitigate the influence that emotion might have on each trade, but it will also ensure that you remain in the black over the long term. While it can be difficult to exit a trade when there is still the potential of money on the table, it is important to keep in mind that the potential for loss is also ever present. Setting a reasonable exit point and sticking with it is going to generate a larger profit over a prolonged period of time, guaranteed. 
 
      
 
    Avoid doubling up: If you are in the middle of a trade that appears to be going well and it suddenly turns around apparently at random, it is only natural to want to do anything you can to save it. Unfortunately, the best option virtually every single time is going to be to cut your losses and move on. In this situation, it is important to keep in mind that options are derivatives which mean the price is likely to change, and ‘doubling down’ is likely only going to lead to a greater overall loss.  
 
      
 
    While doubling down might feel like the right move at the moment, if you take the time to consider the amount of related time decay you are dealing with it can help to clear your head. If you still can determine what the right course of action is going to be all you need to do is to take an extra moment to clear your head and consider what you would have done in this situation if you weren’t already committed. Nine times out of 10 the correct decision is going to be just to cut your losses and move on.  
 
      
 
    Stay away from illiquid options: Illiquidity measures the speed at which a specific option can be either bought or sold without causing the price to shift noticeably. Liquidity, on the other hand, can be thought of as the chance that the second trade of a given underlying asset will take place at the same price as the first. The stock market tends to be more liquid than the options market simply because there are fewer options related to each individual stock. As a result, you are automatically 10 percent more likely to end up on the losing side of a trade if you choose to move forward with an illiquid option. 
 
    [image: ] 
 
    Be willing to buy back short options: While, in theory, it might seem like buying back short options at the last moment is the best choice, this practice is sure to hurt you more than help you in the long run. It may be tempting to hold onto profitable options in order to squeeze the maximum return out of each investment, but you need to be aware that the potential for a reversal is always lurking in the shadows. Instead, a good rule of thumb is to buy back options that are currently at 80 percent of your ideal return or higher and let the extra take care of itself. While it may hurt to leave some potential profit on the table, it will improve your overall reliability, netting you a profit in the long run. 
 
      
 
    Keep earnings and dividend dates in mind: It is important to keep an eye on any underlying assets that you are currently working with as those who are currently holding calls have the potential to be assigned early dividends, with greater dividends having an increased chance of this occurrence. As owning an option doesn’t mean owning the underlying asset, if this happens to you, then you won’t be able to collect on your hard-earned money. The Early assignment is largely a random occurrence which means that if you don’t keep your ear to the ground, it can be easy to get caught unaware and be unable to exercise the option before you miss the boat.  
 
      
 
    Along similar lines, you also want to be aware of when the earning season is going to take place for any of your underlying assets as it is likely going to increase the price of all of the contracts related to the underlying asset in question. Additionally, you will need to be caught up on current events as even the threat of influential news can be enough to cause a significant spike in volatility and premiums as well. In order to minimize the additional costs associated with trading during these periods, you are going to want to utilize a spread. Doing so will minimize the effect that inflation has on your bottom line.  
 
      
 
    Respond to an early assignment in the right way: When it comes time to sell the options you have purchased it is important to keep the possibility of early assignment in mind. To avoid unpleasantness, you are going to want to avoid lower-striking the long option in order to generate enough of the required underlying asset. Rather, you are going to want to place the long option onto the open market which will provide you with the chance to profit from the premium caused by the remaining time. You can then use your new funds to purchase the underlying asset that you are on the hook for, netting a profit in the process. 
 
      
 
    When you come up against an early assignment, it is important not to let your emotions get the better of you. Remember, the early assignment is more or less random so there is little you can do to prevent it from happening. Other traders aren’t always going to make the best choices, and all you do is to roll with the punches. All you can do is to try and negate the chances of it affecting you as much as possible by being prepared for it depending on the mood of the market and its current level of volatility.  
 
      
 
    If you are going to utilize a spread, do it all at once: While purchasing a spread in a two-step process might seem like a good way to maximize profit, in reality, you are playing with fire. Specifically, purchasing a put or a call and then waiting to purchase the other half of the spread often leaves you open for the possibility of a reversal that will cost you more than what you would have made had things gone your way. Purchasing a spread as a single unit minimizes the number of variables that you have to contend with and increases your chance of success in the long term. 
 
      
 
    Take advantage of index options: Index options are a safe choice when the market is currently sporting a high degree of vulnerability. Index options are much less likely to experience sudden changes to a majority of news reports unless the results are extremely far reaching. The larger the index, the more likely it is that it will remain neutral.  
 
      
 
    On the other hand, if the market is in a holding pattern then you are going to want to consider short spreads on indices. In order to do so, you are going to want to choose an option pair with different strike prices in the standard fashion. This will largely remove time decay from the equation while also guaranteeing that you will make a profit as long as prices don’t decrease.  
 
      
 
    Avoid making trades you cannot afford to lose: Regardless of how airtight your trading system appears to be, it is important to make it a habit of never investing more than you can afford to lose. No single trade is ever going to offer up enough of an incentive that taking the risk of knocking yourself out of the trading game entirely makes sense. Ensure that you know your limits beforehand for the absolute best results. In fact, a good rule of thumb is to never commit more than 2 percent of your total trading capital to any one trade. If you take this into account, then you would have to make 50 bad decisions in a row to lose all of your capital. If this occurs, you are likely focusing on the wrong investing and should consider your options carefully before continuing. 
 
     


 
   
  
 

 Chapter 3: Mistakes to Avoid 
 
    [image: HistoryRepeat]Not paying attention to the difference between implied volatility and historical volatility: When looking to trade successfully, implied volatility should be one of the primary ways to determine if a given option is priced correctly. Generally, the greater the amount of implied volatility, the more bearish the market will become and the more expensive most options sell for. However, historical volatility is just as important when it comes to choosing profitable options.  
 
      
 
    Historical volatility should also be determined beforehand so you can decide if the difference warrants further study. If this turns out to be the case, then you are going to want to take the time to go back at least 12 months with the underlying asset in the question in order to get a good baseline for the current state of things. While this can be time-consuming, it will ultimately be worthwhile if you find out things are not as they initially seemed. 
 
      
 
    Don’t ignore probability: It is important to keep in mind that the historical data that you have access to will not apply to the current trend that the market is experiencing at all times. This means that to be successful, you are going to want to consider the probability as well as the odds that the market is going to behave expectedly. The probability is the ratio of the likelihood of a given outcome. Taking the time to understand the probability of a given outcome can make it easy to purchase the right options at the right time in order to minimize losses related to an underlying asset.  
 
      
 
    If you plan on purchasing cheap options, it is important to keep in mind that they are going to be cheap for a reason. The price is always determined by the strike price of the underlying asset combined with the amount of time remaining before the option expires. Cheap options are typically cheap because it is unlikely that they will turn a profit before they expire. 
 
      
 
    Don’t ignore delta: If the delta of the option you are looking at is close to 1 then it is time to create calls, and if it is close to -1 then it is time to create puts. If you are dealing with especially cheap options, however, then it is important to look for options with a higher delta as they are more likely to behave in an expected fashion. This, in turn, allows you to expect greater gains when the underlying asset begins to move. Different strategies are going to require different levels of the delta to be successful. Never enter into a trade without knowing where the current delta stands and how it is likely to change in your chosen timeframe. 
 
      
 
    Avoid choosing the wrong parameters: If you are working with options that deal in front month contracts, then you are going to want to keep in mind the timeframe that relates to the expectations you have regarding the underlying asset in question. While some options are always going to look good on paper, it is important not to become enamored and risk buying into a timeframe that won’t provide you with enough time to turn a profit. What’s more, you are always going to want to maintain a realistic set of expectations when it comes to the way the underlying asset is going to move. If you choose poorly, then you can expect a wide range of fluctuation before the option in question expires.  
 
      
 
    Not using sentiment analysis: Sentiment analysis is easy to overlook which is unfortunate because it is a reliable way to determine the likelihood that a specific trend in an underlying asset is going to continue over a set timeframe. This means you are always going to want to observe instances of short interest as well as put activity and analyst ratings to get a fair idea of underlying stock price movement in the near term. When utilizing sentiment analysis, it can be easy to mistake actual results for the mood of the market. As such you are always going to want to wait for any initial gut reaction movement to clear up before making your move.  
 
      
 
    Not taking technical indicators into account: When working with cheap options, it is important to avoid making snap judgments as they are much harder to judge accurately compared those in the midrange. This is because cheap options that represent a likely sure thing are always picked up extremely quickly so what is left requires a deeper level of analysis in order to find the best deals. Using technical indicators can then help to ensure that whatever you do, it is likely to end in your favor. 
 
      
 
    Not looking at extrinsic and intrinsic value: The extrinsic value of an option is the difference between the current price it is listed at, compared with what you are guaranteed to make off its intrinsic value or the amount its premiums will pay out, even if it expires or there is no additional movement from the underlying asset. Everyone always takes into account the intrinsic value, but the extrinsic is often left out in the cold despite still being a useful indicator. While the intrinsic value is likely to stay the same, the extrinsic value is going to decrease as the option gets closer to expiring.  
 
      
 
    Not giving commission costs proper thought: Especially if you are interested in high risk/high reward trades, not giving enough thought to your commission costs can significantly impact your overall earnings. If you chose the brokerage that you are using early on in your trading career, then there may very well be a better option out there for you. Remember, not all brokerages are created equal which means that you may very well be able to find a much better rate with only a little bit of extra research.  
 
      
 
    If you are fairly certain that you won’t be able to get a better rate than what you are currently working with, then it is important that you don’t waste your trading potential by working for returns that will be dramatically reduced by the fees you pay. A good rule of thumb is that you should always try to at least triple what you are paying in commission fees on every successful trade. This will ensure that you have some wiggle room for failed trades without it negatively affecting your trading capital. 
 
      
 
    Not giving enough care to your stop losses: While it is known that you should always set a stop loss on options which have a large potential for success, or those that are extremely volatile, many traders still forgo this step when the stakes are lower. While not placing a stop loss on a relatively cheap option won’t lose you much by itself, getting into this habit has the potential to cost you a great deal of time. Unless you get in the habit of always protecting yourself on every trade, every time, you run the risk of burning through your trading capital much faster than you otherwise might. 
 
      
 
    Avoid trying to adapt existing strategies: While it can be easy to come to think of a successful strategy as a safety blanket, trying to use one strategy in all situations is only asking for trouble. Every time you decide to change the type of options that you target, or note that the market is changing, you will find more success by starting from scratch on an entirely new strategy than trying to shoehorn in something that no longer works as effectively as it should. While this will ultimately lead to you trading less overall, your results are sure to speak for themselves.  
 
    


 
   
  
 

 Chapter 4: Analyzing Your Trades 
 
    In order to determine if your trading system is as effective as possible, it is important to keep track of your trades and analyze the results about once a month. It is important that you don’t overanalyze your results as otherwise a handful of good (or bad) trades can throw the entire average off and cause you to move forward in a less than optimal manner.  
 
      
 
    The metrics that you are going to find to be the most helpful are going to vary based on your trading style. If you prefer high risk/high reward trades, then you are going to be more interested in total net profit while if you prefer to avoid as much risk as possible, then your successful trade percentage is going to be more useful. Regardless, it is vital that you review and thoroughly understand a wide variety of different performance metrics related to your plan or your system before determining if it is time to try something new.  
 
      
 
    Performance reports: A performance report for a strategy or trading plan is an overall measurement of how it performs at the top level. A good performance report will reflect on the rules you are trading by and compares the results to an overall historical context. Also known as backtesting, this is a useful process to perform either before you begin using a new plan or once you have already started if you feel that the way it has performed so far is a fluke. Most trading platforms can generate performance reports automatically both via back testing and in real time.  
 
      
 
    The first part of any performance report is the performance summary which outlines the most important metrics of the plan or system in question. It is common for these reports to include performance graphs, trade lists, and periodical returns. They keep track of every trade that you make, the time and date it occurred, the type of trade it was along with any profits or losses that resulted from it in the form of a percentage of the cost of the trade. Remember, keeping an eye on weekly data might not be especially helpful, though quarterly or monthly data will allow you to see the forest for the trees more easily.  
 
      
 
    This information is especially helpful when you want to know not just what your trading result totals are but why specific trades played out in a specific way. When studied properly they can easily allow you to see how individual flukes can be turned into patterns. They are also useful when it comes to ensuring that you don’t repeat disastrous mistakes a second time.  
 
      
 
    These details can be found in the performance graph displayed as either a bar graph that shows a monthly net profit or through what is known as an equity curve. This graph is an excellent way of gaining an overall idea of the quality of trades that are made over a given period of time without dealing with the noise inherent in the market as a whole.   
 
      
 
    Metrics to consider 
 
    Every performance report is going to include a wealth of data, much more than you are going to need in most cases. This can make getting started difficult if you don’t know where to look. Consider the following metrics first and then dig deeper if you still haven’t found what you are looking for.  
 
      
 
    Total net profit: The total net profit broadly determines the success or failure of a plan or system over a specific period. This number can be found by taking the total gross loss, adding it to the commission costs, and then subtracting from the total amount made from successful trades. While it is good to know if you are turning a profit, the total net profit can be deceptive as well because it won’t show how often your plan or system was successful, just the overall results.  
 
      
 
    Profit factor: In order to find the profit factor of your plan or system you will want to start with the total gross profits and then divide by the total gross losses with any relevant fees added in. If the result is greater than one, then you can consider your current strategy a success. This number equates to how many units of profit you can expect for every one unit of risk you undertake. The higher the number, the greater the difference between your wins and your losses.  
 
      
 
    Profitable percentage: Also known as the probability of winning, your profitable percentage can be found by taking the number of trades that you have made successfully and dividing it by the total number of trades that you have made overall. Unlike with profit factor, there is no right answer to this amount as it is going to vary based on personal trading style. If you prefer higher risk trades, then a smaller number is acceptable. If you prefer more reliable trades, then you want the number to be as high as possible. 
 
      
 
    Trade average net profit: The trade average net profit can be thought of as how reliable your system is overall, expressed in the amount of money that typically changed hands with each trade. To find this amount all you need to do is to divide the total profit you have made by the total number of trades. If the resulting number is negative, then you know your plan needs work. When figuring out the trade average net profit, you will want to leave out any exceptionally good or bad trades as they can easily skew the results.  
 
    


 
   
  
 

 Chapter 5: Option Trading Strategies to Consider 
 
    While throwing yourself whole hog into the options market means taking in a great deal of information in a short period of time, there are plenty of strategies to use that are likely to improve your returns and reduce your risk as greatly as possible.  
 
      
 
    Covered call: Also called the buy-write strategy, a covered call involves purchasing an underlying asset while also generating a call on the same asset. In order to ensure this strategy works properly, it is important to create a call based around how much of the underlying asset you own. This strategy is extremely effective if you own a separate position in the short term and feel that the underlying asset is either going to stay the same or decrease in value in the time frame for the option you created. When done properly, it allows you to generate a bonus premium at the very least. Covered calls are an effective strategy when used with index futures, LEAPS and on funds that are traded via an exchange and purchased on a margin. 
 
      
 
    Married puts: To utilize a married put, the first thing you need to do is purchase a specific amount of an underlying asset before purchasing a put that covers the same amount. This should be one of your go-to strategies if you feel bullish when it comes to the price of the asset in question and are looking for an easy way to minimize losses. The put that you purchased then acts as a price floor that can help prevent a dramatic drop in price. While putting money into an asset that you believe is going to decrease in price dramatically is never recommended, if you already own the underlying asset, then a married put will help minimize future uncertainty.  
 
      
 
    While a married put isn’t going to be the right choice all of the time, when used sparingly under the right conditions it can be a reliable way to increase your overall success when it comes to options trading. To ensure that it always works out in your favor you are going to want to begin each transaction with a clear understanding of the risk in question. You can then factor in the added costs of a married put compared to the mitigation of that risk to determine if it is worth moving forward. As an added bonus, married puts help mitigate the potential risk related to early options to exercise as it ensures you always have available shares ready and waiting.  
 
      
 
    Bull call spread: To use this strategy, you will want to start by purchasing a call option at a strike price you believe to be beneficial. You will then want to sell a similar number of calls at a higher strike price. Both calls should have the same underlying asset and the same timeframe. This is a useful strategy to use if you are bullish on the strength of the underlying asset in question and your research indicates that the price is likely to increase in the time frame you have chosen.  
 
      
 
    This strategy is also known as a vertical credit spread because it has a pair of mismatched legs. Legs that are sold close to the money generate a credit spread that typically contains a net credit along with a positive time value. On the other hand, a debit spread is created with a short option that ends further from the money than when it started. Overall, this strategy is considered a net buy. 
 
      
 
    Bear put spread: The bear put spread is similar to the bull call spread but is used in opposite circumstances. Specifically, you begin by purchasing a pair of put options, one at a higher strike price and another at a lower strike price. You are going to want to purchase an equal number of each and ensure that they have the same underlying asset and timeframe. This strategy is useful when you feel bearish on the underlying asset in question as it helps you limit your losses if you are incorrect about the way the market is moving. This strategy should be used cautiously, however, as your overall profits are going to be limited to the difference between the two puts you purchased minus the cost of any transaction fees.  
 
      
 
    The ideal time to use a bear put spread is if you are interested in short selling an underlying asset and using a more common put option doesn’t seem to be the right choice. You will find them useful if you are interested in speculating that prices are on a downward trend and don’t want to invest a larger amount of capital waiting for the worst to happen. When using a bear put spread you are literally planning for the worst while hoping for the best. 
 
      
 
    Protective collar: To use the protective collar strategy you are going to want to start by purchasing a put option that is currently out of the money. You will then want to write a different call option based on the same underlying asset that is also out of the money. This is an ideal strategy to use when you have a long position on an underlying asset that has seen significant gains in the recent past. Using a protective collar allows you to both ensure the current level of profit while also holding onto the underlying asset in case it continues to increase in value.  
 
      
 
    Using a protective collar is as simple as placing the contract for the put option you purchased at a strike price that guarantees you hold on to a majority of the profit you have made. After that, you will be able to fund the collar strategy with the call option that you have written, making sure that it relates to a specific Digit. This strategy is a great way to maintain your profits while adding very little to your overall costs. What’s more, it is very easy to ensure that you don’t have to pay any related taxes as you can allow the option to roll over for as long as you deem necessary. 
 
      
 
    Straddles: The long straddle strategy is most useful after you have already purchased both a put and a call that share the same timeframe, underlying asset and strike price. It is useful if you believe that the price of the underlying asset is going to move significantly in one direction, you just don’t know which direction it is going to be. Putting a long straddle into effect allows you to rest easy as you will see a gain as long as the price starts moving within the time frame you have chosen.   
 
      
 
    Alternatively, to institute a short straddle, you will want to sell a call and a put with the same timeframe, the same costs and related to the same underlying asset. This will ensure that you make a profit from the premium if you don’t expect the underlying asset to move much in either direction in the specified timeframe. Be aware, however, that the odds of success will decrease proportionally to the amount that the underlying asset moves in the given timeframe.  
 
      
 
    Long strangle: In order to utilize a long strangle you will want to purchase both a put and a call that use the same underlying asset and share a maturation level. They are also going to need different strike prices. The strike price for the put should be somewhat lower than the price of the call, and both should be at a point out of the money. This is a useful strategy if you expect the underlying asset to move significantly but are unsure of the direction it will take. When used properly, you are virtually guaranteed a profit minus any related costs.  
 
      
 
    A strangle functions much like a straddle except that it tends to be cheaper as you are purchasing options that are already out of the money. This means you can routinely expect to pay as much as 50 percent less which makes it easier to play both sides of the fence. When given the option, a long strangle is preferable to a short straddle as it offers the chance at twice the premium while forcing you to take on the same amount of risk.  
 
      
 
    Butterfly spread: A butterfly spread requires the use of a bear spread strategy in addition to a bull strategy and contains three separate strike points. To start you want to purchase a call option at the lowest price you can manage. You will then want to sell two calls at a higher price and a third call at a price that is higher still. Your goal is to ensure a range of potential profits at prices you believe will be profitable. The most effective time to use a butterfly spread is when you have a neutral opinion on the current state of the market.  
 
      
 
    It is a good idea to utilize a butterfly spread when you expect the underlying asset that you favor to increase in price but are unsure of how much gain to expect. As such, you are going to want to make sure the overall market volatility is as low as possible. The higher the overall level of volatility, the more setting up a butterfly spread will cost you. The butterfly spread is not without a downside, however, as if you are wrong about the direction the underlying asset is going to move in then the losses can be significant. 
 
      
 
    Iron Condor: In order to use the iron condor strategy, you are going to want to start with a short position and a long position utilizing a pair of ‘strangle’ strategies to take full advantage of a market that is low in volatility. One ‘strangle’ is going to be long and the other short and set to an outer strike price. You can also move forward using two credit spreads. In this case, the call spread would be above the current market price, and the put would be below the current market price. 
 
      
 
    You are only going to want to attempt the iron condor when trading in index options because they offer a unique mix of increased volatility coupled with a lower increase in risk. Additionally, it is important to put an iron condor into play only when you are extremely confident you know where the market is going. This is because the potential for loss, should you choose poorly, is very great. Assuming all goes according to plan you then stand to make a significant profit assuming the market doesn’t move strongly in one direction or the other.  
 
      
 
    Iron Butterfly: To start an iron butterfly you want to use either a long or a short straddle and concurrently either purchase or sell a strangle based on the straddle you chose. While similar to a basic butterfly, this strategy utilizes both calls and puts rather than just one or the other. When done properly it limits the potential for profit or loss to the range of the strike prices that you set. This strategy is best used with options that are out of the money as they allow you to minimize both risk and cost.  
 
      
 
    The pair of options that you use in the iron butterfly should be set at a mid-strike point to generate either a short or a long straddle depending on if you are buying or selling. The so-called wings of the butterfly are formed from the pair of options at the lower strike price and the higher strike price that are generated once the strangle is sold. This helps to offset the long or short position which creates the limits regarding your total profits or losses.  
 
    


 
   
  
 

 Chapter 6: Advanced Strategies to Try 
 
    Double diagonal strategy: In order to properly use the double diagonal strategy, you will start with a diagonal put spread along with a diagonal call spread. You can turn a horizontal spread into a diagonal spread by simply shifting the long leg to a new strike point with a different timeframe. Any spread where the two legs don’t use the same month is said to be diagonal.  
 
      
 
    [image: double-diagonal-clean-3]When using a diagonal call spread, you will need to combine a short call spread and a long calendar spread to allow it to move based on the rate at which time decay affects the option in question. Once you sell off the second call at the initial strike point, you will have backed into a spread for the short call. This will allow you to create a net credit which means that after the second call has been sold anything else you make is pure profit. A diagonal put works in largely the same way with the specifics reversed.  
 
      
 
    To run a double diagonal, you will start by putting a diagonal put spread and a diagonal call spread into play. This will provide you with the opportunity to profit from the increased time decay that front-month options experience when compared with back-month options.  
 
      
 
    To do so, you start with buying a put that is currently out of the money at a strike price that will be good for two months. At the same time, you will want to sell an out of the money put at a strike price that is good for one month. Furthermore, you are going to want to sell a call that is out of the money at a strike price that is good for one month. Finally, you will purchase a call at a separate strike price that is good for two months.  
 
      
 
    If everything goes according to plan, then the underlying asset will remain at a price that is between the second put and the first call. If the price remains above that pair of strike prices, then you are going to want to sell the options that are one month out. At the same time, you are going to want to sell another call with the same strike price as the call that is two months out.  
 
      
 
    When graphing this strategy, it is important to keep in mind that the profit and loss lines are not going to be as straight as you might expect because the two month options are still growing concerns. Straight lines and hard angles can only exist if the options you are graphing are all going to expire in the same timeframe. 
 
      
 
    While this strategy might seem extremely complicated at first, it can be made to seem much more manageable if you instead consider it as a form of profiting from a neutral amount of movement in the market, simply spread out into multiple expiration cycles. 
 
      
 
    The most useful time to use this strategy is when an underlying asset is halfway between the second put and the first call, the closer to the true midpoint the better. If the underlying asset isn’t at this point, then biases towards bullishness or bearishness can skew the results. If the underlying asset remains at the midpoint, then the options you sold will expire without generating a profit, allowing you to keep a greater percentage of the premium.  
 
      
 
    This occurs because the first put and the second call that you purchased will help to decrease your overall risk, even if the underlying asset moves more than you might like. The goal of this strategy is to leave you with a net credit, though this is not always how things shake out. It is not a sure thing because the front month trades inherently have less time value which means that a net debit is a possibility. If this occurs, then you can make up the difference by selling the remaining options after the front month pair expires.  
 
      
 
    When the front month pair is close to expiring, and the price of the underlying asset is somewhere between the price of the second put and the first call then you are going to way to buy close to the pair of puts and create an additional put for sale at the second strike price along with a third call at the third strike price. These new options should have the same expiration as the other two month options. This is what is known as rolling out, and it can easily double, or even triple, your profits.  
 
      
 
    Leveraged covered call strategy: Also known as the fig leaf strategy, the leveraged covered call strategy is a great way to mitigate some of the risks that come along with trading options based on Long Term Equity Anticipation Securities (LEAPS). A standard LEAPS call is not set to expire for at least a year which means a short-term call lasts about 45 days. This strategy is useful if you feel somewhat bullish about the market’s chances over this timeframe.  
 
      
 
    [image: download]To utilize this strategy, you are going to start by purchasing a LEAPS call with access to a profitable strike price for the related underlying asset. At the same time, you are going to sell a call at a favorable strike price to ensure you can make a profit if you end up being assigned early. The goal here is to provide a covered call for the LEAPS transaction. While the two options you have committed two are similar, the fact that they have different expiration dates allows you to maximize your profits when compared with a standard covered call. Next, you are going to sell a call that is out of the money in the short term at the same strike price as the call. Ideally, the underlying asset will then stick close to the second strike price and not the first.  
 
      
 
    This strategy is useful if you don’t want to put up all of the required capital right at the start. This, in turn, means that the premium that is generated as you sell the call is going to represent a larger percentage of your initial investment, leverage will ensure your profits are proportionally higher as well.  
 
      
 
    When graphing this strategy, be aware that your loss and profit lines will not be straight as the LEAPS call is going to remain open while the other call expires. You should also keep in mind that determining what your likely profits are going to be is tricky, in this instance, because the available data won’t be reliable until enough time has passed to see where the LEAPs call is likely to end up. 
 
      
 
    When using the fig leaf strategy, your goal should be to purchase a LEAPS call that is going to move in the same way as the underlying asset. As such, it is recommended that you only consider calls that have a delta of .8 or higher. This means you are going to want to look at options that are at least 20 percent of the money. If you are considering an underlying asset that experiences a high degree of volatility, then options that are at least 40 percent of the money are recommended.  
 
      
 
    While this strategy is more useful in many situations than a traditional covered call, it is not with additional risks. First, unlike most underlying assets, LEAPS eventually expire which is something you need to take into account if you are to keep your investment. Second, being assigned on the short call can be cumbersome as you likely won’t own the underlying asset when it occurs. You won’t want to exercise your option to buy on the LEAPS call because you lose out on a significant amount of time value. The best solution is simply to hope that the short call expires out of the money and that you can sell it multiple times before the LEAPS call ultimately expires. Alternatively, you can sell the LEAPS call on the open market to ensure that you profit from the time value that remains. If you go this route, you are going to want to ensure that you also purchase the underlying asset to cover any short positions that might materialize. 
 
      
 
    This is an effective strategy if you have a clear idea of how an underlying asset is going to move but cannot currently afford to purchase it directly. If the price of this assets jumps the first strike price and heads right toward the second, then you can make an early profit by closing out the whole option. 
 
      
 
    Skip strike butterfly call spread: The biggest difference between a skip strike butterfly call spread and a traditional butterfly spread is that is much more directionally focused. With the skip strike version, you are going to want the underlying stock price to increase, though not beyond the limit of your secondary strike price. The calls at the second and fourth strike points will be nearly 0 though you will still retain the premium generated by the call at the primary strike price.  
 
      
 
    This strategy works by placing a short call spread into a butterfly long call spread. Essentially what you are doing is unloading the short call spread as a means of paying for the butterfly. While this would technically mean that you need to buy and sell a call at the same strike price, the results of this transaction would balance out so it can be skipped. 
 
      
 
    The spread on the short call allows for this strategy to be arranged with little extra cost in exchange for the chance at a significant gain. This also adds risk to the proceedings making the skip strike butterfly call spread riskier than a traditional butterfly spread. In order to get the best results from this strategy, you are going to want to ensure that all of the strike prices that you use are equidistance from one another while also expiring in the same month. The price of the underlying asset in question should then remain at or below the first strike price for the best results. 
 
      
 
    To use the skip strike butterfly call spread the first thing you are going to want to do is to purchase a call at the primary strike point. You will then want to sell a pair of calls at the second strike price. Finally, you are going to want to ignore the third strike price and purchase a call at the fourth strike price.  
 
      
 
    [image: calls]This is a terrific strategy to use if you are primarily interested in minimizing risk. This is the case because the underlying asset would need to see significant movement before breaking past the strike point for you to see serious losses. The risk with this strategy can be further mitigated if you utilize it with options based on indices instead of stocks because many indices experience very low volatility as conflicting internal price movements often cancel one another out.  
 
      
 
    This strategy is especially effective if you are bullish about the state of the market as it currently stands and where it is likely to go in the time frame that you have established.  As long as you hit the third strike price, you can expect to make a profit even if the options are going to expire at a point that would traditionally allow you to break even. In order to make the maximum amount of profit, you would want to exercise the moment the underlying asset reaches the second strike price. You will then make a profit based on the second strike price subtracted by the first and any related fees. 
 
      
 
    Skip strike butterfly put spread: Much like the skip strike butterfly call spread, the put version skews more towards a directional strategy than the butterfly spread version. The biggest difference between the two is that while the traditional version hopes for the underlying asset to increase, the skip strike version hopes for the underlying asset to decrease in value, though not beyond the third strike price you have established. 
 
      
 
    As such, this is a good strategy to use if you are a little bearish on the state of the market as you will not want the underlying asset to decrease too far. If things work out as they should, you would then make no profit off of the first and second put, but you will earn a premium on the fourth put. This strategy works by establishing a short put spread inside a butterfly put spread that has a longer timeframe. Much like with the call variant, you can avoid buying and selling at the second strike point as these actions will cancel one another out. Furthermore, the short spread will provide you with the opportunity to use this strategy as a way to generate either a small debit or a positive credit. Like its counterpart, the skip strike butterfly put is riskier than the standard butterfly variation, though the potential for return is greater as well.  
 
      
 
    To start using this strategy, you will first purchase a put at the primary strike price. The second strike point can then be skipped as the two purchases cancel one another out. Next, you will purchase two puts at the third strike price. Finally, you will purchase a put at the fourth strike price. All the strike prices need to be equidistance from one another and have the same expiration month. For the best results, you will want the underlying asset price to remain at or above the third strike price.  
 
      
 
    [image: puts]In order to make as much as possible from this strategy, you are going to want to execute the moment the underlying asset reaches the third strike price. The maximum amount of profit from this strategy is limited to the difference between the final two strike prices, minus any additional fees. In order to break even with this strategy, and still generate a credit, you will need the underlying asset to remain at or above the secondary strike price. On the other hand, if the trade was set up to generate a net debit then you will be able to break even at the fourth strike price as well as the second.  
 
    


 
   
  
 

 Conclusion 
 
    Thank for making it through to the end of Options Trading: The Ultimate Guide to Options Trading, let’s hope it was informative and able to provide you with all of the tools you need to achieve your financial goals, whatever it is that they may be. Just because you’ve finished this book doesn’t mean there is nothing left to learn on the topic, expanding your horizons is the only way to find the mastery you seek. 
 
      
 
    The next step is to stop reading already and to get ready to start trading options as effectively as possible. With the strategies and tips provided in the preceding chapters, you should have the tools you need to be successful regardless of the current state of the market. This isn’t a sure thing, however, and only by taking the time to truly analyze not only the current state of the market but also the current and likely future state of the options you are interested in can you maximize your trade percentage as completely as possible. While it can be difficult to know the right move early on in your trading career, if you trust yourself throughout, then eventually that trust will be justified.  
 
      
 
    Just because you are now armed with everything you need to trade options successfully, doesn’t mean that you can expect the profits to start rolling in right away. It is important to keep the right mindset, day in and day out if you hope to be a successful options trader in the long term. No matter how good you are, major windfalls are rare and chasing them is only going to cause your trading capital to dwindle. It is always going to be a better choice to take solid, reliable profits over riskier alternatives; remember options trading is a marathon, not a sprint, slow and steady wins the race. 
 
    


 
   
  
 

 Binary Options: The Ultimate Guide to Binary Options: Uncovering Binary Options Profit Making Secrets 
 
      
 
   
  
 

 Description 
 
    While binary options are often billed as one of the easiest ways to start investing your hard-earned money, the truth of the matter is that they can be just as tricky and devious as any other investment market investing strategy. If you have already dipped your toes into binary options trading and you are looking for a way to ensure you will not lose your shirt in the process then Binary Options: The Ultimate Guide to Binary Options: Uncovering Binary Options Profit Making Secrets is the book that you have been waiting for.  
 
      
 
    While the fluid nature of many different types of investments means that there is no gray room available when it comes to being successful or not, binary options are an all or nothing proposition that asks the question if a certain underlying asset is going to be above or below a specific price at a given time. This unique duality means that traders do not need to worry about changes over time or to hold onto an investment for longer than it takes for the given price to reach a specific threshold. Unfortunately, there is as little wiggle room when it comes to failure as there is for success which is why it is so important to understand as much about a given underlying asset as possible before taking the plunge.  
 
      
 
    This is where Binary Options: The Ultimate Guide to Binary Options: Uncovering Binary Options Profit Making Secrets comes in as it contains everything you need to know in order to ensure that when the time comes to put your money where your mouth is you can do so with confidence. It does not matter if you prefer a trading style that is high risk and high reward or something that is more risk-adverse and reliable, inside you will find plenty of tips and tricks that are sure to fortify your trading style and turn more of your trades into the right trades at the right time. Don’t wait, get ready to get started securing your financial legacy and buy this book today! 
 
      
 
    Inside you will find 
 
      
 
    
    	 Trading strategies that are well tested and have been proven successful time and again by experts in the field along with suggestions designed to help you make the most of them once you put them to work. 
 
    	 Quick and easy tips and tricks that are virtually guaranteed to help you to improve your overall successful trade percentage practically overnight. 
 
    	 Common mistakes that are made by binary options traders at all levels and the easiest way to ensure that you do not succumb to them without even realizing.  
 
    	 How to read the trends that are taking place related to a wide variety of underlying assets as well as to make use of this knowledge to find binary options trading success time and again. 
 
    	 The most important external factors to consider regardless of which type of underlying assets you favor. 
 
    	 And more… 
 
   
 
    


 
   
  
 

 Introduction 
 
    Congratulations on downloading Binary Options: The Ultimate Guide to Binary Options and thank you for doing so. While jumping into binary options trading is a relatively straightforward process, finding success there in the long term can be a much more challenging and convoluted as if you are not careful a few poor choices can sink your trading career before it ever really gets off the ground. 
 
      
 
    As such, to help you make the most of your time spent trading binary options, the following chapters will discuss virtually everything you need to ensure that are successfully able to stick around until you can confidently call yourself an expert trader. First, you will learn about many of the hard and fast rules you should keep in mind when trading in binary options as well as actions that you are going to want to avoid at all costs. From there, you will learn how to analyze underlying assets related to binary options through the two types of analysis, both fundamental and technical, including their various strengths and weaknesses. 
 
      
 
    After learning how to spot a promising trade, you will learn how to follow through on it thanks to a wide variety of strategies that are going to be useful in many different situations. Finally, you will learn plenty of tips and tricks to help you to take your binary options game to the next level. You will also be learning about common mistakes that traders of all skill levels come across. This book also includes the best ways to avoid these common errors.  
 
      
 
    There are plenty of books on this subject on the market. Thanks again for choosing us! Every effort was made to ensure it is full of as much useful information as possible, please enjoy!


 
   
  
 


 Chapter 1: Binary Options: Trading Do’s and Don’ts 
 
    Do’s 
 
    Know when to go against your trading plan: One of the first things to do when you begin regularly trading binary options is to determine which trading plan works best for you. Your decision will be based on your trading goals, your overall level of risk-aversion and the amount of time you have to devote to trading. It is important to understand that you will run into situations where your plan simply doesn’t work. There will be times when you find yourself in a stressful position where none of your previous research seems to help. This stress may stem from a particularly bullish market sentiment. You are going to need to be ready to put the book down to salvage the trade you are getting ready to make or, even worse, have already made. 
 
      
 
    While you should not be afraid to go against your plan when the situation calls for it, remember it is equally important to ensure that the information you have on the market does not suddenly change. If this occurs, your current plan will be irrelevant for the moment. Make sure emotion is not clouding your judgment of the situation. It is easy to get wrapped up in your emotions and want to go against your plan. Just remember, 9 times out of 10 your plan is going to be the best chance you have of being successful so don’t discard it lightly. 
 
      
 
    Keep emotions out of the equation: While it does not take an expert trader to understand that emotions have no place in a successful trader’s repertoire, understanding this fact and using it as a springboard to systematically remove all emotion from your trading experience are two very different things. Emotional removal can be especially difficult if you try to eliminate all emotion at once, which is why it is more productive to go through and cut them out one at a time.  
 
      
 
    For many traders, the most powerful emotion they come into contact with on a regular basis is anger which is likely responsible for their continuously failed trades. While it is natural to feel angry when you properly execute your plan only to have things go wrong unexpectedly, it is important not to let this anger cause you to suffer additional losses in a misguided attempt to get back at the market for causing your first trade to go poorly. As such, it is imperative to work on seeing the big picture when trading. Understand that losing trades are a part of the process. They are only truly relevant if the losses begin to outperform successful trades to the point where your successful trade percentage drops below 50 percent. As long as your trading percentage remains profitable, then you can think of failed trades as part of the plan. 
 
      
 
    The second emotion that you want to avoid at all costs is fear. Fear makes it much harder to react to split-second decisions that are often required in order to mitigate loss or ensure that a profitable trade makes as much as possible without exposing you to additional risk. While natural fear is something that will go away on its own as you become a more confident trader, early on you can mitigate its influence by never starting a trade that you cannot afford to lose. The best way to ensure that this is the case is to never make a trade that requires you to put down more than 2 percent of your total available investment capital at a time. This way you would need to make 50 bad trades in a row in order to push yourself out of the game. If this situation does occur, there are likely better ways to invest your money.  
 
      
 
    Strive to mitigate risk: While you are going to need to come to terms with the fact that any binary options trade is going to contain some level of risk, it is important not to court it unnecessarily either. The best way to ensure that you have mitigated the inherent danger in any trade as much as possible is simply do your homework. Doing so will stop you from jumping into any given trade based on a gut feeling or even worse, from a mere whim. Before you go ahead and make any decision, it is important to look at the potential trade from all of the angles. The different perspectives will ensure that you have a clear idea of how likely it is that the trade will turn out in your favor as well as the opposite, an unfavorable trade.  
 
      
 
    Don’ts 
 
    Don’t underestimate the importance of a little extra knowledge: When taken at face value it can be easy to assume that binary options trading is one of the simplest ways to get into the trading world. The information is a faulty premise. However, a few days of trial and error trading is sure to elucidate. Analyze the market and work to utilize what you have successfully learned. Remember there is always going to be new information to absorb like some small altered detail of the financial market which could make a tremendous impact on your plan. The moment that you stop learning all you can about the underlying assets that you are trading is the time that your successful trade percentage is going to start to drop. Keep your finger on the pulse of the markets that you favor, and you will see success if you keep at it, guaranteed.  
 
      
 
    Don’t equate a practice account to the real thing: While many sources recommend starting with a demo account or using one to practice new potential strategies, the truth of the matter is trading with fake money negates an important aspect of the real process. Namely, learning to deal with the added stress that comes with putting your money on the line and taking your chances as a result. Keep the right mindset, even when the going gets rough. Doing so is a vital part of being a successful trader. A plan that works for a demo account might suddenly fall apart if you cannot keep it together when the money is on the line. 
 
      
 
    As such, it is best to practice with small trades that won’t negatively affect your total trading bankroll too drastically if things do not work out according to plan. Practice will allow you to experience at least a version of what it will be like when you start making larger trades so that you are not caught off guard by your emotional response when it matters most.  
 
      
 
    [image: Stockbroker]Don’t get too comfortable: Once you develop a successful trading plan, it can be easy to put the process of trading on autopilot and expect things to remain the same as long as you stick to your plan. Unfortunately, things rarely work out this way and the only way to truly find success is to be constantly ready to critique your strategy. Your awareness will ensure that you are going into each day willing to create a new plan for success. This is not to say that you should be radically altering what works. After all, if it’s not broken, there is no reason to fix it. You just need to be aware of changes that may occur over time. Ensure that your plan is still going to work as expected before you get ready to make your next trade. Remember, the only true constant in the market is change and only by utilizing this fact to your advantage can you ever truly be successful as a binary options trader.  
 
    


 
   
  
 

 Chapter 2: Fundamental Analysis 
 
    To make the right choices when it comes to assessing potential underlying assets that are related to a given binary option, it is important to have as much information available to you as possible. There are two primary ways of gathering these details, either fundamental analysis or technical analysis. Of the two, fundamental analysis is used more frequently though technical analysis has experienced somewhat of a resurgence in the past few decades. Both types of analysis are useful when it comes to making the right choices in binary options, though the way they do so is dramatically different. Fundamental analysis is all about looking at the big picture as a whole while technical analysis focuses on the current price of the underlying asset in question and how that price compares to the historical information that is currently available. 
 
      
 
    While technical analysis is the more complicated of the two, fundamental analysis can often take longer to perform because it concerns itself with a wider variety of data, some of which is not always readily available. The goal of fundamental analysis is to scour available information to find underlying assets that are currently undervalued. The strategy allows investors to make the right choices when it comes to making trades that are more likely to expire in the money and thus generate a healthy payout in the process.  
 
      
 
    Fundamental analysis is useful regardless of what types of underlying assets you favor because none of them exist in a vacuum. The ultimate goal of fundamental analysis is to find instances of assets that have yet to catch up to current market conditions and then use that disparity to cash in while the market is in a state of flux. While the asset or assets that you are watching may change, the steps for analyzing them are always going to remain the same and are outlined in detail below.  
 
      
 
    Find a baseline: To determine how new information is going to affect the underlying assets you favor, the first thing you are going to need to do is to identify the overall baseline for the asset in question when the market is in a relative state of balance. Only by understanding the baseline of the property in question will you then be able to accurately determine when changes have occurred (or are likely to occur). The baseline will then make it worth your while to set up binary options trades. 
 
      
 
    In order to establish a reliable baseline, the first thing that you are going to want to do is to consider any macro or microeconomic policies that may have a natural effect on the underlying assets that you favor, backed up by historical data showing how certain relevant events have impacted the price in the past. When it comes to determining how new events are likely to affect the underlying asset, the best way to do so is to consider previous events as past market behavior is the best indicator of future potential behavior in most instances.  
 
      
 
    With the historical precedent clearly established, the next step is finding out the current phase of the asset. Every underlying asset can be classified into one of the six distinct phases. Each phase the underlying asset is currently in will determine what tactic you should take when approaching it for trade purposes.  
 
      
 
    The first and most profitable phase is the boom phase which is known for its large amount of available liquidity along with a historically low level of volatility. On the other hand, if the asset is currently in a bust phase, then it will have a high degree of volatility coupled with a low level of available liquidity. The bust phase is particularly unprofitable when it comes to utilizing binary options as the odds of a trade ending in the money are going to be lower than during any other phase. Each of the two primary phases also then has a pair of lesser phases depending on how long it has been in the phase in question.  
 
      
 
    Post-boom or post-bust phases show that the boom or bust phases have just about worn out its welcome and that the other major phase is on the way while pre-boom or bust phases indicate that the major phase in question will soon be arriving. There is still money to be made during these lesser phases; it just takes a more sophisticated approach and a greater degree of micromanaging to make it happen. Regardless of the phase, your underlying asset is currently in, understanding the specifics behind it and what caused this to occur in the first place is crucial to making appropriate binary options decisions.  
 
      
 
    The most reliable way to determine the current phase is to identify the current state of the asset in question by checking with major organizational bodies that deal with it and determine their current level of strength or weakness. If the results are relatively weak, then you can logically infer that the asset is in a bust phase, though if the general market scuttlebutt is that things are improving, then it might be a post-bust phase instead. Likewise, if the state of the underlying asset is above the historical baseline, then you can infer that a boom phase is on its way, if not already here. Remember, the sooner that you get a clear understanding of what phase is coming next, the greater the likelihood of a high payout of the dividends you have set as your goal.   
 
      
 
    Based on your research, if you are confident that a phase shift is on the horizon, but you do not know when it will get here, then it may be in your best interest to focus on the underlying assets which provide a smaller scattering of leverage points. The underlying assets are more likely to generate a dividend in the short term, while you simultaneously consider the types of trades you can make that will come to fruition in the long term. Alternately, if you are relatively confident that a new phase has just begun, you can safely take on trades with a greater overall level of risk as it is less likely that things will change before they come to fruition.   
 
      
 
    Be aware of worldwide considerations: With a general idea of the historical baseline for the asset in question as well as its current phase, you will then want to take into account the economic conditions that are happening worldwide and how they may begin to affect the underlying assets that you prefer. While it does not take much effort to determine the general state of these economic conditions, a broad overview is much less likely to give you an edge over your competition when compared to a more precise and well-considered approach that considers details that the more casual observer is likely going to gloss over.  
 
      
 
    While different assets are going to be affected by various comings and goings taking place in the world as a whole, a good place to start is always going to be in the technology sector as technological advancements are one of the most surefire events that shake up the economic status quo. New technology is going to start upsetting the status quo almost as soon as it gains wide acceptance. The unsettlement happens if it is disruptive of a currently long-standing economic powerhouse and will continue to do so until its existence is so common that it is considered an everyday part of life. At any point in between the chaos, you have a chance to take advantage of the disparity. 
 
      
 
    Additionally, you are going to want to keep in mind any legal mandates or policy biases that may interact with your preferred underlying asset in either a positive or a negative way. Failing to take into account the potential policy changes from the federal level can leave you blindsided by unexpected changes that can hamstring your plan when it comes time to execute on the information that you have gained.  
 
      
 
    Put it all together: Once you have a clear idea of what the market should look like as well as what may be on the horizon, the next step is to put it all together to compare what has been and what might to what the current state of the market is. Not only will this give you a realistic idea of what other investors are going to do if certain events occur the way they have in the past, you will also be able to use these details in order to identify underlying assets that are currently on the cusp of generating the type of movement that you need if you want to utilize them via binary option trades.  
 
      
 
    The best time to get on board with a new underlying asset is when it is nearing the end of the post-bust period or the end of a post-boom period depending on if you are going to place a call or a put. In these scenarios, you are going to have the greatest access to the freedom of the market and thus have access to the highest overall allowable risk that you are going to find in any market. Remember, the amount of risk that you can successfully handle without an increase in the likelihood of failure is going to start decreasing as soon as the boom or bust phase begins in earnest. It is important to get in as quickly as possible if you hope to maximize your profits. 
 
      
 
    Understand the relative strength of any given trade: When an underlying asset is experiencing a boom phase, the power of its detailed fundamentals is going to be what determines the way that other investors are going to act when it comes to binary options trading. Be sure to keep in mind the action of others while in the boom phase. The earlier the underlying asset is in the boom phase, the stronger the market surrounding it is going to be. Remember, when it comes to fundamental analysis whatever an underlying asset looks like in the present time is not nearly as important as what it is likely to look like in the future. The best way to determine the details of its future is by keeping an eye on the past statistics. Follow this tendency of the previous stats with careful eyes.


 
   
  
 

 Chapter 3: Technical Analysis  
 
    Compared to fundamental analysis, the technical analysis only focuses on a few core principals to accurately predict the way that certain underlying assets are going to behave. First, the technical analysis focuses exclusively on the current market price as it believes the current price of a given underlying asset takes into account everything that fundamental analysis strives to consider. This means the only thing that matters is the present price as it naturally encompasses anything and everything that might have caused the price to reach its current point.  
 
    [image: Austrian_stock_market_index] 
 
    Other than that, the only thing you are going to need to study are the past market trends as they are typically going to be a relatively straightforward way to determine what future trends are going to look like. While using the past to predict the future is never going to be foolproof, when it is coupled with the understanding of the mentality of the market it can be a surprisingly effective way to create accurate predictions as long as you take them with a grain of salt. 
 
      
 
    Understanding Price Charts 
 
    A key part of technical analysis is known as a price chart. This is simply a graph with both an x and y-axis that measures the price of an underlying asset with the price on the vertical axis and time on the horizontal axis. There are several different types of price charts including the bar graph, tick chart, line chart, candlestick chart, point and figure chart, Renko chart, the Kagi chart, and the Heikin-Ashi chart. While all of these charts have their strengths and weaknesses, the most commonly used charts are the bar graph, the point and figure chart, the line chart and the candlestick chart. The graphs are further explained in detail below.  
 
      
 
    Line chart: The line chart is the easiest type of technical analysis chart to read because it only looks at the price information of a given underlying asset in the form of the price at the close of the day over a predetermined period. The lines in question are generated by the change in the price of the underlying asset over several days with each price getting its own point. When utilizing this type of chart, you are going to want to keep in mind that they are not an accurate representation of the range that the given asset experienced in a given day which means that highs and lows will not be on display. Nevertheless, the closing point is an important consideration when it comes to accurately determining the right choices to make with binary options which make this chart an important one to consider. 
 
      
 
    Bar chart: The bar chart expands upon the information provided by the line chart by adding in vertical lines that provide a visual representation of several different data points. The bottom and top of each line represent the various highs and lows an underlying asset saw over a set period with the closing point indicated by the dash that shows up on the right side of every bar. What’s more, the dash on the left end of the bar shows off the daily starting point as well. When the opening price ends up below the closing price, then the bar will often be shaded black. Then it will be shaded red if the opening price is higher than the closing price. 
 
      
 
    Candlestick chart: A candlestick chart provides a majority of the same information that a bar shows, it just does so in a more elaborate way. Both charts include a vertical line that illustrates the range of an underlying asset over a prespecified period of time, but a candlestick chart then expands on these details by adding a wide bar which runs along the first vertical line to indicate the range of difference the asset experienced between open and close.  
 
      
 
    Furthermore, candlestick charts are typically colored to provide additional information though the colors tend to vary from trading platform to trading platform. Whichever colors they choose, a pair of colors will show when a specific day was negative or when it ended with positive movement. If the price of an underlying asset increases to the point that the end of day price beats the start of day price, then the bar is often white or clear. If the ending price is beneath the opening price, then the bar is often red or black. Additionally, if the price of the underlying asset beats the 24-hour high mark, though it still ends below the starting price, then it will be filled in with a third color. 
 
      
 
    Point and figure chart: The point and figure charts are not as popular as it once was though it has been in continuous use for the past 100 years and can still be useful in certain situations today. This chart can accurately reflect the movement of the price of an underlying asset without as much detail regarding time spent or volume of trades made. Essentially it is a way to see the movement of price without dealing with the noise that comes along with analyzing any market. It is an excellent way to determine if the other charts are utilizing information that is skewing the overall data in an ineffective way. 
 
      
 
    It is very easy to visually identify a point and figure chart because it contains lines of Os and Xs rather than the now standard points and lines. The Xs show positive trends and the Os show negative trends while the number and letters that line the bottom of the chart show date estimates as well as the months that are being charted. Additionally, this type of chart allows you to set additional criteria based on what exactly it is that you are looking for. For example, you can add criteria to indicate the amount of movement that will be required for an O to turn into an X or vice versa. Finally, trends are marked by a shift to the right as they change over time.  
 
      
 
    Understanding Range and Trends 
 
    When it comes to utilizing technical analysis properly, one of the key things that you will need to consider is if you are going to trade based on trends primarily or if you are going to trade based on range. While both range and trend are aspects of the price of an underlying asset, they are virtually opposites of one another, so you will need to commit to one if you hope to utilize technical analysis properly. Either specific can lead to success when trading binary options, though trend is the more popular out of the two nowadays. 
 
      
 
    Trend: Trading based on trend means that you are going to be keeping an eye out for what a majority of the investors in the market (or markets) you favor are currently doing, and then follow in their footsteps. Trend can move in both positive and negative directions with indicators of positive trends including things like lows that are higher than the traditional average while negative trends are typically personified by highs that are lower than the traditional average. Regardless of whether a trend is positive or negative, the earlier that you lock on to what the prevailing trend is the greater your chance at generating profits is going to be. 
 
      
 
    Once you understand what the current trend is likely to be, you are going to want to set up your binary options to take advantage of this fact as quickly as possible and then keep at it, ideally until the moment just before the trend begins to swing back in the opposite direction. While this is a simple idea in theory, in practice it can be quite difficult to time the shift for maximum profits which is why trading based on trend is considered a type of trading that is heavy invested in micromanagement. 
 
      
 
    Overall, trading on trend is likely to generate a greater number of unsuccessful trades than some of the others. Though, the gains that you do see will typically be larger than those of other strategies which should, in theory, balance things out and leave you sitting with a net gain overall. If you are too risk-adverse for this to seem like a great system, then you may find more success trading based on range instead. When trading based on trend, it is important to always keep to a strict limit when it comes to individual trades to ensure that you do not accidentally end up losing more than you can afford. Don’t forget; it is always better to miss out on a potential gain by sticking to manageable trade amounts rather than risking your bankroll and losing everything in one fell swoop. 
 
      
 
    Range: Trading based on the range is the opposite of trading based on the trend in several important ways. The first of these is that it offers up a much smaller overall level of risk, though the potential for gain is likewise mitigated as well. Range makes no special distinction when it comes to the direction an underlying asset moves because the logic behind range trading states that the price of the property is always likely to return to at or near the point it originally started at. As such, it is common for range traders to bet on the fact that prices will move the same levels numerous times which means the skilled trader can trade these same levels time and again. 
 
      
 
    Another key fact about trading based on range is that it is not as important to find the best entry point possible as it is to find a situation where you can build towards a strong trading position. Unlike trading based on trend, it is better to stick with larger overall trades assuming you have the bankroll to hold out until profits begin to generate. 
 
      
 
    The Importance of Resistance and Support 
 
    The concepts of both resistance and support are imperative when it comes to utilizing technical analysis successfully. While these concepts might seem too complicated to parse easily at first, with practice, you will find that it becomes easier and easier to put the theory into practice. Essentially, resistance can be thought of the point at which the price of a given asset hits the ceiling of its positive growth while support can be thought of as the floor past which it is unlike to continue to drop. 
 
      
 
    Trend lines: While the given floor and ceiling for the price of a particular underlying asset is going to change on a regular basis, understanding when these changes are likely to occur, as well as why they do so, is what separates good binary options traders from amazing binary options traders. The easiest way to start understanding the intricacies of support and resistance is through the use of what are known as trend lines.  
 
      
 
    As the market trends upward, additional resistance levels are going to be created as the upward movement of the asset in question begins to slow before ultimately starting to slip back in the other direction. This tends to occur as uncertainty mounts around the fact that the given asset can continue rising in value. The rising level leads to the creation of what is known as a short-term top which equates to a price plateau that temporarily caps the current movement pattern. 
 
      
 
    The plateau can be seen in the charts as the point where the trendline broadens in preparation for its eventual and inevitable turn back the way it came. Additionally, it is important to keep in mind that the trendline itself can often add support to the price of the underlying asset for a prolonged period, especially if overall trade volume is at a low point. 
 
      
 
    If the market related to the underlying asset in question is trending downward overall, then it is important to keep an eye out for a pair of peaks that may develop at a downward angle along with a trendline that brings those two peaks together. The closer the price gets to the trend line, the more likely it will be for indicators that point out the previous low-point is about to be overtaken. If the current trendline is close to reaching either the floor or ceiling, it is important to keep in mind that it is considered unlikely that the price will continue past the point in question unless the trend it is following is adamant. This means that the level of support and resistance naturally create an ideal entry and exit points when it comes to most underlying assets.  
 
      
 
    Round price levels: Finally, when it comes to determining the current levels of support or resistance then you can be safe in assuming that the points where the price stagnates are typically going to be round numbers. What this means in a practical sense is that there will likely be several repeat positions at or around the figures in question for both the level of resistance as well as the degree of support. You can now be fairly confident that the price will not creep past these numbers. 
 
    


 
   
  
 


 Chapter 4: Strategies for Success 
 
    Pinocchio strategy: The Pinocchio strategy is an ideal strategy to use during technical analysis when you come across a candle bar that contains both a small body and an abnormally long wick. Also known as a pin bar, this type of bar is much like the puppet it is named after in that the longer the wick grows, the more likely it is that the bar is providing you with inaccurate information. 
 
      
 
    When you are dealing with an extremely long wick, then you can safely assume that the price of the underlying asset has moved about as far as it is ever going to make progress in a specific direction and that it is sure to turn back the other direction sooner rather than later. When you come across this type of bar, then you know that it is time to start trading against the majority as things are likely to change, and soon. Once the wick starts to decrease in size, you are then going to want to set a prediction on a call, and when it starts to increase again, you will want to change that prediction to a put.  
 
      
 
    Reversal strategy: This strategy works based on the idea that if an asset is currently moving in a specific direction, then it is only a matter of time before it turns back around and moves in the other direction because the market ultimately aims for balance and self-regulates from extreme highs or extreme lows. Thus, when you see an asset moving to one extreme or another, you can get a jump on the competition by predicting what is certain to happen eventually.  
 
      
 
    For this strategy to work, you are going to want to predict either a call or a put based on the current situation and any additional information you may have been able to gather from relevant sources. You will find this strategy to be extremely effective during periods of rapid asset movement because the speed with which it moved in one direction is quite often the speed with which it will move back in the other direction as well. You will find that once you understand the patterns that a given asset goes through you will then be able to more easily determine when the peak of a given asset has been reached.  Ultimately, you can continue to use this strategy while reaping the benefits of the effectiveness without exposing you to any extra risk. 
 
      
 
    Martingale betting strategy: This strategy is an excellent choice for instances when you are relatively unconfident in the current state of the market, and you are interested in watching a given investment grow so that you can take advantage of that fact. This type of strategy is also relatively unique in that it will allow you to increase a given investment each time that you choose incorrectly until you ultimately come out on the winning side. For example, if you start by putting down $30 and then lose your investment, the next time you would put down $40 and so on and so forth until you come out ahead. Each loss will then allow you to learn more about the market until you can make a larger investment with greater confidence in the side you chose.  
 
      
 
    This strategy is sure to appeal to those who feel comfortable with high-risk investments that have the possibility to generate substantial returns, while those who are risk-adverse are likely going to want to shy away from it for something with a greater chance of a positive return. With that being said, if you are very familiar with the asset you are utilizing this strategy to invest in then you can mitigate a significant amount of the potential risk. More so than many other strategies, the odds of martingale betting depend on you. 
 
      
 
    Trade the news: Trading various assets based on the news is a common style of binary options trading that sounds simple in theory while typically being much more complicated in practice. On the surface, it involves buying when good news related to a specific asset is released and selling when bad news is revealed, but it is far from an exact science. Unlike more traditional forms of analysis, trading the news leaves more to chance as the only way of getting a clear idea of how much a given piece of news is going to affect an asset price is through practice and plenty of it. This does not mean that there is nothing you can do to increase your odds of success, however, and the following can help you increase your odds of success significantly. 
 
      
 
    So let’s say you know that a specific piece of news is going to be released, but you are not sure if the result is going to be positive or negative to your particular asset. One of the best ways to ensure that you end up on the right side of the resulting asset movement is by setting boundary options. When utilizing a boundary option, you define a pair of target prices, one on either side of the price the asset is currently going for. The boundary creates what is known as a price channel, and as long as the asset moves all the way to one price point or the other, you will successfully take advantage of the situation. However, if the price of the underlying asset remains in the price channel, then you will not profit from what is happening which is why this strategy is best deployed only when you expect a high degree of movement. 
 
      
 
    Trading the breakout, otherwise known as the period immediately following the release of important news is another popular way to take advantage of a particularly important piece of news. While this strategy is popular in various types of investments, it offers unique challenges when used with binary options as the window for it to be effective can be exceedingly small, anywhere from a few minutes all the way down to as little as 30 seconds.  
 
      
 
    The biggest swings in asset price are likely to occur during this period which means that you need to be prepared to move quickly to take advantage of other traders who are looking to modify their positions in hopes of minimizing their risk. If you have been doing your homework and have a relatively realistic idea of what the news is going to be, then you can set up a simple high/low option to take advantage of the resulting movement. When setting up this option, you are going to want to choose an extremely short expiration point, also known as the 60-second option. 
 
      
 
    Finally, if you are already familiar with technical analysis, then you may be able to take advantage of opportunities to trade the news with the help of candlestick formations. If you come across a candlestick with a gap in it, then you can assume that the price of a given asset has quickly moved from one point to another that is much lower or higher than where it started which creates the gap. As price movements are typical of a much more gradual variety, identifying a gap gives you a good idea that something interesting is going on with the particular asset in question.  
 
      
 
    With practice, identifying a gap can allow you to make several different predictions based on what is going on in the market at the time. First, if you have found a gap during a period where the overall amount of trading volume is quite low, then this is a strong indicator that the market will move to correct the disparity very quickly. This type of gap most frequently occurs when a large trade is made near the end of the day after a majority of traders have already thrown in the towel. As such, the change is not necessarily reflective of the asset’s strengths so you can easily set up your trades to take advantage of the fact that things will soon be moving back to normal under normal conditions. 
 
      
 
    On the other hand, if you find a gap during a part of the day when trade volume is very high, and the previous amount of movement to the asset price has been negligible the this is a strong indicator that a new breakout is occurring which means you have an opportunity for greater than average profits. If you move quickly, you can then take advantage of this fact by trading in the direction that the breakout is moving by predicting the price trend.   
 
      
 
    Finally, if the gap appears during a period of normal trading volume and the price of the underlying asset is already trending noticeably in a specific direction then the gap is most likely an indicator that the trend is accelerating in the given direction. As such, you can be fairly confident in a prediction that says the trend is going to continue, at least in the short term. Depending on the strength of the trend and the length of time that it has already been in existence you may even be able to confidently make a prediction outside of the short term though you should only do so when the indicators you are following are adamant.  
 
      
 
    Bull and bear strategy: This is a highly popular strategy that focuses on keeping tabs on rising and declining trend lines in order to find the best times to make a trade. When the line flattens out, you can realistically expect to make a profit by entering a prediction that the price is going to start moving again. For the previously mentioned situation, it is recommended that you use a no-touch option. A no-touch option means you will select a price that the underlying asset is very unlikely to reach. If the trend seems to indicate that the price is going to continue to rise, then you will want to choose a call while if things are declining, then you are going to want to pick a put. 
 
      
 
    60-second strategy: While trading in 1-minute options might not be as accurate as working in the more standard 15-minute range, it can still be a profitable choice when done properly. The 1-minute range is all about quantity of profits overall quality and if you have a relative tolerance when it comes to the risk and rewards you can generate a significant level of profit in a short period of time.  
 
      
 
    To utilize this strategy, the first thing that you are going to want to do is to determine the current levels of resistance and support in a market where you have already determined that a reasonable amount of change can be expected to occur within the next minute. This can be done through the use of Fibonacci retracements or pivot points, both of which your trading platform should be able to calculate automatically.  
 
      
 
    Once you have found the right market, the next thing you are going to want to do is to set up trades on the first touch level. When it comes to trading in markets that have a higher than average level of essentially meaningless information coming in then you are going to want to focus on generating a higher overall volume of trades to balance everything out. During this process, you are going to want to determine the initial point where the price level is going to be rejected and if it works out as you expect then you will have a better idea of how sound that price level is and can then utilize it in future touches. The result is that you will end up with more accurate setups for future trades that mitigate the noise inherent in short term options. 
 
      
 
    This is not to say that trading at touches of all types of resistance and support is the right idea either. Instead, it is important to always keep the current price action in mind. This means you will want to factor in momentum, trend direction and the like as well as the personal nature of your exposure to the market in question if you hope to be successful when it comes to utilizing this strategy effectively. 
 
      
 
    While trading at an overall higher volume is recommended, it is crucial to stay away from setups which do not exist. Keep your emotions intact and remember, it is always better to wait for a trade to come along that you at least have a general idea is going to be successful rather than just trading for the sake of trading. Doing anything else is a little better than gambling, and there are more productive ways of betting if that is what you are interested in doing.  
 
    


 
   
  
 

 Chapter 5: Tips and Tricks 
 
    [image: Bloomberg_Terminal_and_keyboard]Know your signals and stick to them: When it comes to successfully trading binary options, it is important to be aware of the signals that your underlying asset is going to move in a particular direction. Do not vary from them, except in the grimmest of situations when it is clear that something unexpected has happened that you can only deal with at the moment. As prices are always going to be changing, this means that you are going to want to pick signals that are sensitive enough to provide you with the information that you need while at the same time not being overly susceptible to the point that they are generating false positives.  
 
      
 
    The best signals can be created in two primary ways either through fundamental analysis or technical analysis. Broadly speaking, the best fundamental analysis signals are created by keeping track of the news, specifically any significant economic news releases which means that tracking common economic comings and goings should be a no brainer. What’s more, your trading platform likely already has one built into its user interface. Once you become aware of important economic news such as major earnings reports, you are then going to want to take the time to determine what the report is likely going to say as this will give you an edge over the competition who are likely going to be rushing around to make use of the information after it has been officially released. While this method will often lead to valid signals, it is important to keep in mind that a level of unpredictability should also be expected which means the market could very well move in the opposite direction.  
 
      
 
    Keep a trading journal: While it might seem to be a waste of time at first, the fact of the matter is maintaining a journal of all of the trades you make can be an extremely effective way to analyze what you are doing right, as well as what you are doing wrong in the game of options trading. While one type of analysis or the other might peak your interest when it comes to trading at the moment, keeping a trading journal will allow you to look at your trading results from a more analytical perspective once you have gotten a little more distance and perspective on what it is that you are doing.  
 
      
 
    To get the most out of this process, you are going to want to keep track of each trade you make. The best information to collect is the date, the state of the market and the underlying asset that you were basing all of your trades on, whether the trade ended up being profitable or not. Also, keep notes on your emotional and mental state while you were trading. This journal will provide you with the blueprints you need to find patterns in your successes as well as failures in the trading industry. Be careful though, checking this journal daily or weekly will not provide strong enough evidence to acquire a tendency. Stick to once or twice a month to reflect back on the data. The journal entries provide the most help to your success since you will be able to tweak any flaws or weaknesses. 
 
      
 
    Make a point of never personally investing in the underlying assets you are working with: While it is natural to favor a particular underlying asset or set of properties once you become heavily invested in binary options trading, it is important not to let this investment become an unreasonable bias. If you let yourself get too committed to any one asset, then it can be easy to lose your objectivity which can make it much harder to decide on the on-the-fence decisions which you will be required to make to be a successful trader.  
 
      
 
    This is equally true when it comes to making trades to recoup previous losses as it can be easy to become off tilt once you start trying to make up for mistakes that have already been made instead of looking to future trades with a clean slate. Specifically, you are going to want to avoid making the mistake of doubling down on an asset that has served you well in the past but has since been headed down with no remorse to hypothetically profit from its return to glory should it occur. This is little more than throwing good money after bad, however, and should be avoided whenever possible. The best way to prevent this from happening is to take special pains never to make a trade that you would not have done at the start of the trading day where you were at your best and were thinking clearly.  
 
      
 
    Keep the mood of the market in mind at all times: Fundamental and technical analysis are all well and good, but they will only take you so far before you run into instances where the market seems to balk at the logical choice and move off in an unexpected direction. This typically happens when the will of the market goes against the status quo thanks to an unexpected outpouring of support from traders who are thinking with their guts instead of their brains. The best way to go about doing this is to keep tabs on what the major players in your market of choice are up to as this will typically act as a litmus test when it comes to the feelings of the market as a whole.  
 
      
 
    Don’t be afraid to wait for the right time to strike: If you find the market in a state where there are several days of robust trading with little downtime in between then, it can be easy to adopt a mindset that you should always be trading if you hope to be successful. In reality, however, this is a damaging mindset as trading too frequently can be more harmful to your bottom line than not trading frequently enough. While it can be easy to feel as though you are missing out by not making trades at all times, the truth is if there isn’t much going on in your market of choice, then there is no reason to force it by making trades that aren’t going to amount to anything.  
 
      
 
    Overtrading will often do nothing but cost you transaction fees and even worse, potentially put you in a situation where you miss out on actually useful trades because you were too busy focusing on trades that weren’t going anywhere useful. Remember, you can be a successful trader with as few as 3 to 5 quality trades each day, as long as they are the right trades and you carefully consider the pros and cons of them before you commit to anything.  
 
      
 
    Learn from your mistakes: While it is natural to want to ensure your successful trading percentage is as robust as possible, it is important to keep in mind even the most successful traders on the planet cannot boast a 100 percent successful trade percentage. As such, instead of seeing the trades you make in black or white when it comes to success, it is much more productive to look at failed trades as an excuse to learn from your mistakes instead of discarding them completely.  
 
      
 
    When a trade does not work out as you expected, take the time to consider why this might have occurred or what signal you might have missed doing better next time. Take the extra time to focus on executing each trade to the fullest extent of your abilities. The next time a trade fails to materialize in the way you expected, you will be confident every stitch of effort was put into making your decision. This will ultimately increase your chance of maximizing profits. After all, sometimes the market moves in mysterious ways, and there is just no way to account for some of these unknown tendencies.  
 
    


 
   
  
 

 Chapter 6: Mistakes to Avoid 
 
    Avoid discounting volatility: Being aware of the amount of volatility that is currently plaguing a specific market is crucial when to comes to making real investments that are going to end up paying out in your favor in both the short and the long term. Understanding the current level of volatility in the market of your choice is quite simple as all you need to do is consider the stock market as the volatility of all the other markets is likely to reflect the same level of volatility as it does at least 9 times out of 10. The greater the degree of stability that the stock market is experiencing the more confident the majority of traders are going to be across the board which means the overall level of stability is going to more or less remain the same. 
 
      
 
    A stable stock market is different from a genuinely stable market, however, as there is always going to be an underlying layer of instability no matter what the outward appearance may be. As such, it is always going to be a good idea to plan for the worst while at the same time hoping for the best. A good rule of thumb is that the stronger and more durable a boom phase is, the lower the overall level of volatility is going to remain while the shorter a boom phase is, the more volatile the market is likely to be at the same time. 
 
      
 
    Avoid choosing the wrong broker: Perhaps more than any other type of trading, selecting the correct binary options broker is crucial to your long-term success. Remember, you are putting your investment capital into their hands which is why it is so important to know what those hands have been up to. It does not take much time or effort to create a website that appears to be on the up and up and the difference between a legitimate broker and one that is only out to scam potential clients are going to be minor in most cases. 
 
      
 
    Luckily, the internet has a long memory which means that a little cyber-sleuthing should be all that is required to get to the bottom of any potential issues. The first thing that you are going to want to consider is the customer service history of any prospective brokers. When doing so, you are going to want to be sure that they can provide adequate customer service and also that their underlying technology is as fast as possible for when you are trying to make a trade where every second could bring you closer to success or failure. As such, you are going to want to remain on the lookout for complaints stemming from poor customer service. 
 
      
 
    You are also going to want to take this process one step further and try contacting any potential brokers in person before making any true commitments. You never know when their online service might be down and being able to talk to a live person could be the difference between a major windfall and a significant loss. If you cannot make contact with them with 24 hours of your initial attempt, then you are going to want to look elsewhere. After all, if they are so slow to respond to a potentially new customer then how can you expect them to be responsive once they already have your money. Finally, it is important to choose a broker from a country which can provide oversight and regulation to ensure that you have some form of recourse if, despite your best effort, things still go wrong.  
 
      
 
    Avoid putting all of your eggs in one basket: While new binary options traders often stick with a single underlying asset while they are learning the ropes, once you make it past this phase it is best to start looking into multiple different assets to ensure that if one segment of the market unexpectedly turns sour, you don’t lose all of the trading capital in one fell swoop. Remember, there is plenty of uncertainty in even the calmest of markets as uncertainty is what leads to profit as far as investment is concerned.  
 
      
 
    When it comes to being successful with binary options a good rule of thumb is that the more diversification your portfolio can handle the better. You may even want to go so far as to utilize different financial advisors or brokers depending on a specialty that each provides. While this will likely be more time consuming than simply sticking with what you know, it will be worth it the first time that things go wrong with one asset and you have saved yourself from a potential financial disaster.  
 
      
 
    Don’t forget it is still about supply and demand: While there is certainly plenty of high-level considerations that can take place when determining what underlying assets to follow and what types of trades to make that doesn’t mean that you should forgo the basics of what makes all the various markets tick when you want to be successful in binary options trading. Specifically, it is important always to remember that simple supply and demand is at the root of everything. As such, if you keep an eye out for situations where supply and demand are unbalanced then you can find an easy place to start which you can utilize the more complex strategies discussed in the proceeding chapters to ensure your successful trade percentage remains as high as possible. 
 
      
 
    Keeping this simple fact in mind means you will be able to spend less time considering possible entry points and devote more time determining the best decisions to make when it comes to making successful trades. Remember, when the supply of a given underlying asset is low, then the prices that it affects are going to be higher which means that a majority of investors are going to be looking to sell while if there is a dearth of available buyers, then the market is going to naturally lean towards buyers. Keep the fundamentals in mind, and you will do better overall, guaranteed. 
 
      
 
    Don’t be afraid to utilize daily limits: It is important to understand the amount of risk you can safely undertake. Understanding this amount is key to being a successful binary options trader in the long term. If you find yourself losing control of your emotions after a day of trades not going according to plan, then you may find it helpful to set daily limits to ensure that you do not end up on tilt. Setting limits to how much of your total investment capital you can lose in a day is an excellent way to prevent a few bad trades from spiraling out of control. This will prevent you to make the types of trades that you would not normally make when you had a clear head and can actually improve your overall successful trade average.  
 
      
 
    Prevent yourself from getting in your way and causing a small string of bad luck to multiply exponentially. To do this, a good rule of thumb is to limit yourself to losing a full 10 percent of the total trading capital in a single go. Especially if you have a smaller total to start with than you would like. This will give you time to recover from the bad run, and also give the market some time to change and, hopefully, re-center itself so that you research and trading plan can get back on track. Remember, as long as you have a trading plan that is successful more than 50 percent of the time; then you will ultimately succeed in the long run as long as you do not let the occasional losing streak cause you to make mistakes that you otherwise wouldn’t.   
 
      
 
    Don’t let unrealistic expectations hold you back: While trading in binary options can net you a tidy return on your investment, it is a game of inches, not of miles. As such, if you are holding out for massive windfalls then not only will you frequently be disappointed no matter how successful your trading plan objectively is, you will likely find yourself taking risks that don’t equate to the potential for a reward that they otherwise might. As such it is important to have clear trading objectives before you start trading in a day to keep yourself on the straight and narrow. 
 
      
 
    When it comes to defining your investment goals, there are several different methods to consider. While aiming to generate the highest level of returns possible or even simply beating the market can be effective, setting goals for your investing can be even more productive in the long term. This strategy emphasizes setting objectives that will help you to reach real-world goals and can make the general funds that you are working with as a binary options trader seem much more concrete. This, in turn, will help you to realistically assess the level of risk that is right for you in a way that has a practical application to your daily life. Instead of shooting for arbitrary benchmarks, this strategy emphasizes things like setting up a retirement nest egg, buying a house or preparing to put a child through college.  
 
      
 
    In addition to making things seem more real, this type of strategy is more likely to help you save and achieve the goals you are setting by helping you to be more motivated to take modest profits as opposed to striving for higher risk/reward trades that are less likely to be effective in the long term. You will also be able to make different decisions based on the time frame that you are working with to reach your goals in order to ensure that you are always moving forward. Remember, it does not matter if you prefer concrete or abstract goals, the most important thing to remember is that you should always have some goal in mind otherwise your financial health is sure to suffer. If you are unsure of what your trading goals should be then the best course of action is to discuss them with a financial advisor. Even if you do not employ them full time, a single meeting with a trained professional is an excellent way to ensure you are pointed in the right direction.  
 
    


 
   
  
 

 Conclusion 
 
    Thank for making it through to the end of Binary Options: The Ultimate Guide to Binary Options: Uncovering Binary Options Profit Making Secrets, let’s hope it was informative and able to provide you with all of the tools you need to achieve your financial goals whatever it is that they may be. Just because you have finished this book does not mean there is nothing left to learn on the topic, expanding your horizons is the only way to find the mastery you seek. 
 
      
 
    The next step is to stop reading already and to prepare yourself to do everything that you need to do in order to ensure that your time spent trading binary options is as profitable as possible. With the tips and strategies provided in the previous chapters at your fingertips, you should soon find it easier than ever before to maximize your hard work and dedication and to face down even the unruliest trade in the most logical and efficient way possible. 
 
      
 
    While you are now better equipped to handle the intricacies of binary options trading than ever before, it is important to keep a realistic viewpoint when it comes to the profits you can expect to see while trading if you hope to be successful in the long run. Major windfalls are going to be few and far between and chasing them is a surefire way to lose any profits you may have made. Rather, it is a much more proficient choice to create a plan that is successful enough to ensure you will win out in the end and stick to it no matter how tempted you might be to deviate from it in one way or another.  
 
      
 
    No matter what you might feel at the moment, doing your homework and perfectly executing your plan are always going to be the road to greater overall profits. Remember, binary options trading is a marathon, not a sprint, slow and steady wins the race. 
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