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Disclaimer

This book is written for the sole purpose as a guide to trading and

investing in the stock markets and should not be viewed or interpreted as the

only means of profiting or as a guarantee to profit.

Please be advised that the data provided, especially the Web site links

and market indices is current as of October 17, 2001, and are subject to change

at anytime thereafter.
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The Insider’s Guide to Trading the
World Stock Markets

Introduction

The stock market is no longer a members only field game of stockbrokers

playing the market.  Like so many other industries, the Internet has changed the

market and the way we do business.  With the click of a button, the average

individual now has access to the same information and facts that only

stockbrokers were privy to a few years ago.  Gone are the days when market

traders and specialists had the advantage of profiting from the ignorant public.

With today’s technology, you have the same opportunities as the

professionals at your fingertips.  The difference, of course, is knowledge and

experience, both of which are within your grasp.  High-speed access to

information, providing real-time quotes and instant online trading has sprung day

trading into a new profession of its own.  People are realizing that they too can

master the concept of day trading and compete professionally in a level-playing

field.

Today the only obstacle in the path of a rookie is experience and that can

be obtained only through time and practice.  Even though nothing can compete

with the reality of experience, a good education could help prepare you and that’s

the purpose of this book.  The fact is there are many possible gains from the

market, but there are also just as many losses.  The tips in this book are

designed to help you avoid the same mistakes that others have made when they

started out.  Bear in mind that these tips will not guarantee you a winning trade

every time, but by following our advice, you will keep your losses to a minimum.
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This book begins with a basic overview of the stock market and gradually

migrates toward the intermediate level of specific tips and profitable strategies for

survival in the industry.   Most of the informative advice, issues, and content

focuses on the interests of the online day trader.  A glossary of stock market

terms are dedicated to its own section in the back as a reference to beginners

just starting out and for basic traders who wish to graduate to the intermediate

level.  For further reference, a list is included for the Standard & Poor’s 100 Index

and the NASDAQ 100 Stock Index.

No matter how intelligent you are, day trading is a risk.  Why?  Because it

involves competition and emotion.  That’s why so many people have historically

compared it to gambling.  While trading is similar to gambling, it requires much

more than pure instinct and luck.  Day trading requires knowledge of the industry,

diligence, the ability to absorb, decipher and react to the continuous tides of

information encumbered with the internal conflicts of emotional pride, fear,

despair, greed, and loss.  If the prospects of winning are still a challenge and

appeal to you in spite of the risks, then by all means, read on.  Begin the journey

of your day trading experience.
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Key Market Structure

The term “day trader” gives the impression that all trades are opened and

closed within the same business day.  While this may be the case for most of us,

there are some that could actually last longer than a day.  Swing trading could

continue for several days, while core trading could last into weeks.

The two largest playing fields in the stock market are the New York Stock

Exchange (NYSE), and the National Association of Securities Dealers Automated

Quotation System (NASDAQ).  These two markets have very unique distinctions.

The NYSE is the largest U. S. stock market located on Wall Street in New York

City.  The stocks traded at NYSE are generally referred to as listed securities,

representing established companies with very large capitalization and consistent

earnings.  In contrast the NASDAQ is the second largest stock market in the U.

S. and projects a higher level of volatility since it hosts emerging companies with

less stability and security.  Additionally, the NASDAQ Europe is available for

market trading in Europe.

The London Stock Exchange (LSE) is the leading stock market exchange

in the United Kingdom (UK), and considered the most international exchange

trading system in the world.  It serves the role as the UK Listing Authority (UKLA)

to oversee the listing process, and ensure its rules are being met within the

market.  Similar to the NYSE and NASDAQ indices, the LSE uses the FTSE 100

Index list.  The LSE market is divided between the AIM market, which is

specifically tailored to meeting the needs of growing businesses worldwide, and

the techMARK market devised for the technological-based companies.
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NYSE

The NYSE is set up similar to an auction-oriented system, in which a

specialist who is essentially an auctioneer represents the sale of a particular

stock.  Since all business conducted at the NYSE is open to full public view, the

specialist opens the market by establishing two-way communication between

buyers and sellers.  Specialists may represent more than one stock, but only one

specialist can represent the stock itself.  Not only do the specialists oversee the

stock exchanges, but they also have the ability to shift stock prices to better

leverage liquidity.  The idea is that all buyers are treated fairly and transactions

are conducted smoothly in an environment where the investors concerns are top

priority.

Stocks traded in the NYSE market are generally considered listed

securities since they represent some of the larger, more established companies.

Such businesses have huge capitalization and a long history of consistent

earnings from year to year.  Such security provides a market where prices are a

little less volatile.  Prices move at a more moderate pace and do not frequently

shoot up and drop down at a moment’s notice, providing an easier means by

which to anticipate and predict market movements.  For this reason alone, day

traders find it easier in knowing when to make their move in the NYSE market.

If you decide to buy 200 shares of GE stock at market price, then you

would need to place a market order.  The market price is the most current listed

price at the moment of your purchase.  Your other option would be to place a

limit order, which is a specific set price below the current offer.  The specialist

records your limit order until a matching seller is willing to sell at your set price.

Specialists are required to fulfill any orders they receive, meaning that if

there are still unfulfilled orders at the end of the day, then they generally buy the

stock themselves.  The role of the specialist is to provide liquidity in the stock
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they represent, even if it means risking their own capital to bridge what they hope

are temporary gaps in the market.

There are three ways in which you can place a market order.

• You could place an order through your broker on the Internet or

by phone.  Your broker then sends your order to the NYSE floor

where a floor broker who represents your broker approaches

the specialist with your order.  The price of your order will be

confirmed through your broker.

• Once your broker receives your order, he/she could submit your

order through a SuperDot machine, which is a computerized

system that sends your order directly to the specialist.  From

there your order is fulfilled at the exact price and number of

shares and sent back to your broker, who then informs you of

the news.

• Skip the broker and place the order yourself on a level II order

entry software system that contains a superDOT button for

order execution.  Send the order directly to the specialist and

wait a minute or two for a response.
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NASDAQ

The ownership of stock is traded very differently in the NASDAQ market

than in the NYSE.  First of all, the NASDAQ is a negotiated market where buyers

and sellers fiercely compete for the best prices.  Second, there are no specialists

on the floor maintaining orders and acting as auctioneers.  Therefore, all the

transactions are based on a system where bids and offers are extended or

posted on an electronic system.  Third, most of the participating companies are

newly formed businesses and evolving technology companies that lack a long

history as proof of sustained business practices.  This widely known fact is what

makes the NASDAQ market so volatile and speculative.

The NASDAQ is comprised of levels one and two.  The first level is

considered the basic inside market.  This area has the best current buying and

selling prices and is used by stockbrokers and online investors who are

committed to longer-term stocks.  Level two is where the daily action happens,

and where professional day traders at the NASDAQ spend most of their time.

Since level two is most important to the day trader, the next section is completely

devoted to the NASDAQ Level Two System.

NASDAQ Level II

Trading in the NASDAQ market is definitely more complicated than in the

NYSE, especially at level two.  The Specialists and SuperDOT machine make

ordering systems seem very simple compared to the various order routing

systems of the NASDAQ, such as SOES, SelectNet, and ECNs, which will be

explained in greater detail later.  Part of this complication comes from the many

changes and upgrades over the last three decades since its creation.  For

instance, until October 30, 1998 the NASDAQ Stock Market and the American
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Exchange Stock Market were two separate markets.  Now that they have been

combined as one market – the Amex Market Group, although they still operate

very differently.

Think of the NYSE as a socialist system and the NASDAQ as more of a

democracy.  That doesn’t mean you are better off trading at the NASDAQ.  In

fact, if just starting out, you would be better off getting your feet wet at the NYSE

first.  Your losses are likely to be less, giving you time to adjust and learn as you

gain experience.  The NASDAQ is too much of a roller coaster for beginners and

even some intermediates.  At least when you’re riding a roller coaster you can

see where the track is leading.  NASDAQ doesn’t even give you the courtesy of

that advantage.

Where the NYSE has specialists maintaining a certain amount of control

over the stocks they represent, the NASDAQ has what are known as market

makers.  Again, the difference between the two is very significant.  For example,

several market makers are allowed to participate in NASDAQ stocks at any given

time and they generally represent stocks to the public.

Market makers are also referred to as dealers.  They actively compete

with one another to provide the best possible prices to the public.  Therefore, the

act of representation brings a certain vulnerability to the public in regard to

pricing and lack of personal access to certain information.  The National

Association of Securities Dealers (NASD) operates the computer-based stock

exchange and all electronic transactions from Trumbull, Connecticut.  Because of

the power market makers have over the public, the NASD goes to great lengths

in the prevention of price fixing, and imposes heavy fines for any such known or

discovered violations.  According to NASD rules, market makers must provide

the following:
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1) A liquid market in which there is a constant buying or bid price,

and overtly a selling or asking price.

2) Execute customer orders of both large and small investors.

3) Trades for their own accounts in utilizing their experience to

keep the market rolling.

Many day traders think of market makers as their professional enemy when

caught up in the whirlwind of things.  In reality, market makers are a huge part of

the over all scheme of things.  They are a great resource in the business if you

are open-minded enough to observe their actions and gauge the weaknesses

and strengths of their strategies.

As a trader on the NASDAQ, you can buy and sell stocks in one of two ways:

• Place an order with your broker via phone or Internet.  Your

broker will send your order to the market maker to fulfill the

order.  Your broker then informs you of the completed order.

• Bypass the broker all together and place your order through a

sophisticated online system where you can click the Buy button.

No waiting for confirmation is necessary.  Either you see your

order fulfilled immediately or it slips in line as an ECN order

along with all the others, including the market maker orders.

At this point it might be helpful to know more about an ECN order, or

otherwise known as Electronic Communication Networks.  The development of

ECNs in the NASDAQ trading system practically revolutionized the system from

its earlier days.  It has enabled individual investors and small institutions the

ability to manually post bids and offers directly into the market.  This has greatly

improved the overall liquidity of stocks, increased competition, and effectively
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lowered prices.  Since then it has become apparent that most prices posted by

ECNs are generally more competitive than those posted by market makers.

Although, ECNs are becoming increasingly popular with each year, they

still do not provide the responsibility of liquidating stock as market makers do.

Therefore, fewer orders are processed through ECNs than through market

makers.  The value of the ECN is the fact that it is convenient for people to

communicate buying and selling agreements through an electronic system that

doesn’t require them to leave their office, is fast in processing transactions, and

easy to perform.

NASDAQ Level II
Definitions

When you

first look at a

NASDAQ Level II

online screen or

other reports, you

might feel you need

a decoder reference

or at least a

translator.  There

are several symbols

and abbreviations

that mean different

things.  The colorful

image to the right is

an actual screenshot NASDAQ Level II Screenshot



16

www.clickevents.co.uk

of Level II.  The list of definitions below, are intended as a quick cross-reference

to help you decipher the meaning of some of the listed abbreviations.  Please

realize that this table only includes the necessary basics and not all abbreviations

are included.
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Abbreviation Definition

C Yesterday’s closing price

O Today’s opening price

H Today’s highest price traded

L Today’s lowest price traded

S Status (+ or -) since the last trade compared to
yesterday’s close

R Number of market makers or ECNs at the inside bid vs.
inside ask

V Number of shares traded since opening

BID List of buyers with ID, price posted, and size

ASK or OFFER List of sellers with ID, price posted, and size

INSIDE BID Best current buying price

INSIDE ASK Best current selling price

TIME & SALES
Actual transactions report. Even though all trades are
immediately reported, this column sometimes reflects
delays

MM/ECN ID Abbreviations representing market maker or ECN

PRICE Price posting, in which prices are generally rounded up.
Some software may reflect non-rounded numbers.

SIZE Order size, usually quoted in 100 share multiples.

MM

Market makers or Dealers representing NASDAQ firms,
holding inventory, executing orders for customers, trades,
and even their own accounts.  Also, consists of brokerage
houses & wholesale brokerages.

ECN
Electronic Communication Networks that are privately
operating to facilitate market bids & offers directly into the
NASDAQ, and are not required to create markets.
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European NASDAQ

The European NASDAQ is a European Trading System (ETS) that

operates around a market maker system as in the U.S., but it is further

customized to European practices to accommodate the international market. ETS

is a sophisticated state-of-the-art trading platform on a fully automated

technology system with the ability to support nearly 2.5 million daily trades.  One

of the intended roles of ETS is to drive down the large costs of cross-border

trading.

The range of securities that are available through the European NASDAQ

includes the Listed Financial Instruments and the Traded Financial Instruments.

The market makers are required to maintain quotes in registered securities for

the trading day.  The following rules must apply for each quotation:

• The quotation should be entered in the currency of the security

• Offer the Minimum Quotation Size (MQS) for that security on

both the buy and sell sides of the quote

• Entered in a principal capacity

• Represent trading prices for standard agreements

LSE

The LSE is the UK’s main stock market as well as the world’s leading

exchange for international businesses worldwide.  The LSE is a historical market

dating back over 200 years to its initiation.  Traditionally, it operated as a floor-

based exchange system until it became the first major exchange to implement

screen-based trading.  Innovation and flexibility eventually propelled the market
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from face-to-face trading to a quote-based system of trade on an electronic

bulletin board known as the Stock Exchange Automated Quotations (SEAQ).

In 1997, the LSE leaped forward again when it instituted a new fully

electronic, automated trading system that significantly changed the market’s

functionality.  In addition to simply providing a composite for price distribution and

other necessary information for trade reporting, it now provided execution

processes by matching up buy and sell orders.  The new system reduced

transaction costs and helped to narrow the spread between buy and sell prices,

including attracting new businesses and greatly increased cross-border stock

trading.

The LSE is made up of two market segments known as AIM and

techMARK.  The AIM market was instituted in 1995 for the specially tailored

needs of growing businesses worldwide.  This market provides a medium for

investors who believe in the potential growth of new companies.  It has proven as

a significant vehicle for growth and

realized potential as the total combined

capitalization of AIM companies was up

to £13.3 billion in April 2001.  The

market’s flexibility has made it a

marketable, attractive listing investment

for a wide range of companies around

the world from young to financially

backed businesses even with long-term

operating practices.  Companies of all

industries are involved in the AIM

market from innovative technology

based firms to distribution and leisure

businesses.
FTSE AIM Chart from the LSE Web site.
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The techMARK market was launched in 1999 to meet the needs of

innovative technology businesses as they embark on the routes of new

challenges and untried technologies.  All the member companies of techMARK

have similar goals and a common commitment to the technical industry.  Even

though many of the techMARK member companies range from various

industries, the predominant industry of this market are businesses in software

development and computer services, including biotechnology, Internet,

semiconductors and fiber optics.  Information for techMARK includes statistics on

daily trading, index values, business sectors, and market capitalization through

numerous charts, and FTSE approved indices.  It would be interesting to note as

of July 2001, techMARK had a market capitalization at £453.3.

The LSE also provides a landMARK service that highlights the potential of

quoted companies in all areas of the UK.  Access is given to detailed information

regarding the local landmarked areas

of England in the North West, South

East, South West, North East, London,

and Yorkshire, including East Anglia,

Midlands, Wales, Ireland and Scotland.

The extraMARK services

provided by the LSE were designed for

investment firms to provide unique

business opportunities.  The focus is

on attractive portfolios for investors of

varying sizes with innovative

development and trading capabilities.

The first product launched from

extraMARK were Exchange Traded

Funds (ETF), which integrate the

FTSE techMARK Chart from the LSE Web site.
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performance of traditional tracker funds with the needed flexibility of ordinary

shares.  ETFs also trace the investment performance of various indices.

Just as the NYSE and

NASDAQ markets use specific

indices as market indicators, the LSE

uses the indices calculated from the

FTSE, a non-exchange index

calculation specialist that

professionally constructs indices

recognized worldwide for their

accurate reflection of investment

markets.  The LSE most notably uses

the FTSE 100, including other global

indices known as the FTSE All-World,

the FTSE World Index, and the FTSE

Eurotop Indices.
FTSE 100 Chart from LSE Web site.
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Stock Trading vs. Gambling

 You can have all the resources, tools, knowledge and experience at your

disposal, but if you cannot get a grip on your emotions, most likely you won’t do

very well in the stock market.  Active participation on a daily basis can wear and

tear on your nerves, especially in the NASDAQ Level II market where there is

considerably more risk.  You must learn to manage your own psychological

reactions to risks, winning, loosing and continuous temptations.  Controlling your

emotions in an illogical manner isn’t something you learn over night.  Emotions

are natural reactions to other stimulus in our lives.  For example, if someone pulls

a gun on you, your first inclination might be fear, panic, holding your hands up,

yelling “don’t shoot”, and possibly all of those things.  It’s natural to feel that way.

You are not likely to say something such as, “Hold on a minute.  I need a good

cup of coffee first.”  That would be a calm, unworried response.

When you’ve lost thousands of dollars you have invested, the last thing

you want to do is remain calm, unworried, and run home to tell your spouse the

not so lucky news.  Your first inclination might be to get it back as quickly as

possible, which leads people into unwarranted, rash decisions that could possibly

turn out to be even worse.  Get a grip.  Be patient.  Weigh the possible outcome

risks with your next available choices.  Don’t make a bad or unlucky decision

create a domino effect of other misguided choices.  If the temptation to do

something quickly is still floating among your brain cells, get away from the stock

market.  Take a break until you feel more relaxed and level headed, even if it

takes several days.  Do not make another move until your emotions are in check.

Nearly 80% of people who attempt this industry fail and quit.  They either

can’t handle the stress, trade with their life savings, or they make several bad

decisions out of ignorance or blind emotion.  The first step is to recognize the

limitations and tolerance while taking the risk and then accepting the possible
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results of the risk.  This is easier to do if you are trading with a stash of money

you have set aside specifically for this purpose.  However, if you are trading with

your life savings, bill money or your retirement money, the outcome of losing it

would be much worse than losing money you don’t need to live on.  This greatly

increases your emotional stresses, thereby, greatly increasing your chances of

making the wrong decisions and losing it anyway.

Risk

Many people think of stock investments as no more than gambling away

money.  That’s because most people have no real understanding of choices.

They think of labor as the only means of making money and winning money by

chance, strategy, or even by decision-making skills is nothing more than a risk,

and therefore, not worth it.  Of course, fear is always the first reaction to

something we don’t understand.

One thing you must understand is that there are methods and strategies to

solving problems and finding successful solutions.  History is filled with incidents

where leaders and common citizens alike have been faced with decision-making

that involved some type of risks.  Not all risks are negative, actually you make

certain decisions in hopes of risking a positive outcome, knowing there may be a

sacrifice in the long run.  When King Edward VIII decided to marry an American

commoner who also happened to be a divorcee, he risked giving up his claim to

the thrown of Great Britain.  In 1936, he abdicated the thrown for love and what

he hoped would be a happily-ever-after marriage.  He was taking a risk.  What if

a bus had hit her on the day after their marriage?  No one can predict fate, not

even the specialists at NYSE, or the market makers at NASDAQ, and certainly

not you.

The bottom line is this – most people would rather risk their hearts, their

credit, homes, lives, anything than money.  Hard to believe?  Think about it.
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Each time you use your home as collateral for a loan, you are risking the very

home you live in.  Every time you fill out an application for a new credit card, you

are taking a risk that nothing will happen to keep you from paying back that loan.

Ever been laid off from work?  If you’ve ever driven to work through snowy

weather and icy roads, then you risked your life on that short trip.  Ever been in a

car accident?  It’s no secret that hazardous weather increases the chances of an

accident, and yet, more accidents occur on perfect weather days.  Why?

Because nothing is guaranteed.  Based on all these risk taking scenarios in our

lives, why is it that we seemed to cringe more at the thought of entering the stock

market for the first time, or taking more of an active role with higher risks, even

as a day trader?

One possible reason is money.  Stock trading is perceived as gambling

since the wagering risk is real capital.  Another common aspect is the

concealment of emotion.  If you’ve ever watched an old U.S. western movie, then

you’ve probably seen the cowboys playing a poker game as the camera swerves

to carefully scrutinize each player’s face.  The best players always keep a

straight face, never revealing a good hand, a bad hand, or a decent draw.  If you

intend to play in the stock market, you’ve got to do the same.

The catalyst of stock trading is the extraordinary possibility of obtaining

lots of money very quickly without having to labor your life away.  It represents

many American dreams and inspires our passions for taking unusual risks.

Unlike gambling which only requires dumb luck, stock trading involves technical

knowledge of the investment markets, emotional control, strategic maneuvers,

ability to make historical predictions, and above all experience.

When dealing with risk, the key isn’t having the guts to take a huge leap,

but rather assessing the risk and managing it through a planned strategy.  Never

enter into a trade that will provide a poor risk-to-reward ratio.  Weigh your costs



25

www.clickevents.co.uk

as opposed to what you expect to earn in the process.  In other words, risking

two points to gain half a point isn’t worth it.

Pay attention to what’s happening in the market.  When the market

appears to be extremely strong, it may seem to be a good idea to jump on for the

long ride or else miss out, but what you might actually experience is a sharp

plummet.  Historically this has been the case for many different investments.  If

everyone is taking a long position, then they are very confident and expect the

market to soar even higher.  To make this happen, more buyers need to enter

the market.  The reality is, if everyone is on the long side, then that doesn’t leave

many people left to buy.

Confidence

Confidence provides you with power to make effective decisions.  It also

gives you the ability to learn from your mistakes and the faith to keep going.

From the beginning, most people are losers in the stock market.  The ones that

transform that loosing streak into substantial winnings have confidence in their

abilities even when they’re down.  And if anything is for certain in the stock

market, it’s the fact that the market represents a roller coaster ride that will carry

you up and down without a moment’s notice.

It’s a myth to think that playing the stock market is a get rich quick

scheme.  The truth is that stock trading is a longevity business based on

consistency, capital preservation, and the building of equity.  It takes confidence

in your strategy, planning, and risk taking to pull it off.  You’ve got to be willing to

accept small losses and able to keep them at a minimum.  This idea may not suit

well with you, but consider the alternative, suffering huge losses.  Why?

Because you must be realistic enough to understand that you can’t possibly win

every trade no matter how good you think you are or how much you’ve studied

and know.



26

www.clickevents.co.uk

Remember that consistency is another key ingredient to your over all

success as a day trader.  Just as you may be experiencing a few minor losses

here and there, you may experience consistent small wins.  This is not a

discouraging thing.  So what if you notice a few winners cashing in on the big

bucks?  Their winnings might have been from pure luck and less likely to happen

again.  Your small steady wins are from a well-developed strategy and will likely

happen over and over again.  That’s the difference between a one-time success

and a lifetime successful career.  What you are doing is demonstrating the ability

to accumulate equity.

It would be a grave mistake to change your decisions based on the wind

and frolic behind other winners racing to the cash register.  They may be having

luck now, but even luck runs out at some point.  Ignore this temptation as best as

you can and go with your instincts and what you know.   Don’t allow your

emotions to override your instincts.

Patience

Know when to take a cut on your losses and leave the game.  It doesn’t

make you a quitter.  What it does is preserve your capital for another trading day.

Good poker players know when the stakes are too high to play against.  They

fold before it gets worse, taking their losses or their wins without tempting fate

any further and moving on.

Part of having patience in the stock trading world is being able to stand

back and take time to observe the market with objectivity.  The other part of

patience is having the discipline to execute your plans.  This involves all the

emotional elements of accepting and recognizing risk, managing trades with

confidence, and exercising patience through analysis, objectivity, and making

your moves through steady execution.
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It isn’t easy to preserve equity and accumulate it over a sustained period

of time, especially if we think we could do so much better, faster.  As people we

always want things NOW!  Good things really do come to those who are patient.
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Day Trading Strategies

Only an immortal trader would be able to accurately predict the sway of

the stock market and win every trade.  Since this is highly unlikely, we are left to

rely upon our experience, knowledge, risk management assessment, and

strategies of various trading styles to survive and prosper in an ever-changing,

unpredictable market.  While consistency is very important to succeed in the

stock market, it is just as detrimental to be flexible.  Think of a tree with deep

roots that is so stiff and solid during a howling wind that its trunk is unbending

and snaps from the intense pressure.  However, a small weed with roots will

easily bend to the wind.  The difference is that it doesn’t snap, it isn’t uprooted,

and it’s still there in the end.  The goal is to develop a systematic trading style

that works for your needs, meets your personal expectations, and brings about

success as you define it.

The three basic styles are scalp, swing and core trading.  While all three of

these trading systems have consistent elements and characteristics that identify

them, their core ideological structures goes very deep and beyond the basics.

Even though you are likely to develop a particular style that you prefer, a good,

solid education on all trading styles with the ability to use them interchangeably

as needed brings an overall approach to stock trading.

Scalp Trading

Scalp trading is a way of profiting from price fluctuations in the stock

market.  These trades are usually fast and sometimes difficult to judge, lasting

from seconds to mere minutes with only 0.125 to 0.5 point gains.  When just

beginning, trade with small shares to reduce the cost of learning as you gain

experience.  Think of it as baby steps.  Most people that put on skis for the first

time, wouldn’t likely climb the highest mountain in Denver, Colorado before at
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least attempting a few beginner slopes.  Find a few your beginner trades before

you jump into to the market full force with challenging profits in mind.

This kind of adventure requires gaining experience the old-fashioned way

through trial and error.  Due to the quick time frame of scalping, there are various

levels of risk-rewards ratios and strategies used.  The best scalp traders have

trained themselves to think quickly on their feet and to place numerous orders

like second nature.  Hesitation is always a risky cost in the stock market, but

even more so when scalp trading.

Before you even begin a scalp trade, do your research on what’s

happening in the market.  Once you’ve narrowed the market down to a few

possible targets, check the daily chart for resistance levels.  If it’s only ¼  to one

point away, abandon this target and find another one.  You want a target trade

with more leeway than that.  Remember that you are looking for opportunities

with low risk and high earning probabilities.  A trade already near the resistance

point greatly decreases your profitability.

By now you realized that charting is very important and necessary to

determine your trades, market trends and what steps you want to take next.  You

must have access and take the time to review the entire chart so that you can

see exactly how the up-to-minute trades are affecting the stock.  Be sure to

check out the following issues:

• Today’s highs and lows

• Yesterday’s highs and lows

• Gaps from yesterday’s closing price to today’s opening price

• Include yesterday’s critical pivot areas

When scalp trading, only risk as much as 0.125 spread or less.  This

reduces your risk, especially if you are inexperienced or uncertain of where the
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stock is heading.  Such trading strategy is designed to win a fast profit and exit

quickly.  It’s very necessary to capitalize on breakouts and breakdowns while

they are in full momentum.  Scalping is an attractive trade to many because the

risks are smaller.  While this may seem logical and cautious, scalp trades happen

very quickly and add up during the day.  These small risks in multiple numbers

turn into huge losses once they are calculated into one large lump sum.

There are a few strategies to consider when setting up a scalp trade.   Try

your best to consolidate near the day’s high.  This may not be possible early in

the morning, but toward the afternoon as market fluctuations occur, good spikes

appear on the charts, ripe for scalping profits.  As the stock moves, you should

follow sideways in a steadfast manner.  You have the option of buying on the

breakout point at 0.125 point above resistance, which is probably easier.  Your

other choice is to buy right before the breakout, but this step is more difficult and

requires precise timing.  If you are too early, you risk the possibility of the stock

reversing.  One guaranteed strategy would be to buy only half your planned lot

size before the breakout, and the other half at the breakout moment.  When you

make a profit, you can sell the first half.  If possible, allow the other half to rise

one or two levels higher.  This way you covered either way.

Whether you plan to scalp as a day trader full-time or part-time, use the

following considerations to play your game:

• Profit Objective – Gaining small profits on temporary price

fluctuations that occur throughout the trading day.  Scalpers

must have the ability to recognize the momentum of order flows,

jumping in the trade right as the price fluctuates and risking no

more than the intended gain and then getting out fairly quickly.

Otherwise, you risk prices moving against you.

• Frequency – Since the profits in scalping tend to be smaller,

the frequency of such trades are higher.  This means that
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scalpers increase their commissions by performing more trades.

Resist the temptation to over trade, especially if you aren’t

99.9% sure of making a consistent profit.

• Time Intervals – Generally, scalp trades only last from a few

seconds to a few mere minutes.  They can last as long as a

couple of hours at the most, but this is more rare.

• Order Placement – The success of scalping tends to evolve

around placing the orders.  Because scalping is a very fast

process, your ability to get in and out of a trade is detrimental for

making a profit.  You must be able to think quickly and act with

speed.

• Software & Network Connection – Again, speed is of the

essence.  If you don’t have a fast enough connection to the

Internet to gain access, expedite orders, and receive timely

information in real-time, you are defeating your purpose of

scalping and probably losing money, or else you could be

profiting more.  Likewise, your software program should be

efficient and fast in making calculations, producing charts for

viewing and toggling to screens without delay.  You can’t make

fast, effective decisions if you don’t have timely access to the

information on which you are making decisions.

• Competition- Specialists and market makers representing

themselves and huge multi-million dollar corporations are not

only equipped with the latest cutting-edge technology, but they

are very intelligent, savvy individuals who happen to be your

competition.  Sometimes an overcrowded market leaves very

few slices of the pie.
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As there are a few favorable conditions to look for when scalping, adhere to

the don’ts below:

• Don’t be Biased – Refrain from making market determinations

without sufficient evidence.  Let the market show you what it’s

going to do.  Analyze the factors that may or may not prevent a

stock from going in one direction or the other.  Stay neutral and

watch things closely so that you will be prepared to take action

as soon as the direction of the market becomes clear.

• Don’t Chase – Tracking the progress of moving prices is not

the same thing as chasing it.  Keep your position if a stock

suddenly moves several levels.  The larger a leap, likelier the

fall.  You don’t want to be caught in this thunder twist.

• Don’t Bring Home a Scalp Trade – Scalping is too quick and

over night changes completely unpredictable.  Before the end of

the day, take your profits and cut your losses where they are.

Tomorrow is a different day, and a different game.

Swing Trading

Think of swing trading as a strategy, utilizing the benefit of a trend in the

stock market.   Generally, a swing trade lasts longer than a scalp trade ranging

into a few days.  Usually swing traders are loyal to the trade, staying with it

throughout the ups and downs of price fluctuation.  This allows the trend to

develop its course.  Swing trading is less energetic and intense than scalping or

other trading styles.  In fact, it requires quite a bit of patience, more so than many

other various trading styles.  Swing traders search for intraday trends or trend

reversals so that they can capitalize on price moves.  The typical day of a swing
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trader is greatly stimulated, if they are successful in catching a moment that turns

out to be more than an impulsive fluctuation from daily orders.

Swing trades are not only different from scalp trades because of duration,

but by the way they develop and how the market perceives them.  Most swing

trades are born from pattern and trend observations calculated and tracked on

daily charts.  These tracking procedures may actually take place over a span of

several days with 15 to 30 minute intervals.  Often stocks in upward trends will

continue to go up for three days and then pull back for two days, or up for five

days and then down for three.  The numbers are the same but reversed for

downtrends, whereas down for three days and then up for two.

It’s a good idea to set your initial stop to ¼ below the day’s entry low.

Continue to adjust your stop each day as the stock moves up at ¼ below that

day’s low.  One positive way to determine when to sell on a swing trade is when

the stock’s uptrend has made two pullbacks or downtrends and then two very

distinct highs.  You can manually draw a line at each break point, connecting the

dots.  Your stop loss, the point at which you will stop the trade to cut your losses

and take your wins, should be at ¼ a point under the bottom line.  If your stock

falls below this line, sell.

NASDAQ Intraday Trading Chart from the NASDAQ Web Site.
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The latest software technology has made tracking swing trades more

accurate, efficient and easier.  Links are possible allowing stocks to be viewed at

the simultaneously from more than one perspective.  You can compare and

cross-reference daily charts to intraday chart patterns, including other chart

types.

The ideal swing trader is up-to-date on current trends and very familiar

with the public’s sentiments.  If you anticipate a bold, continuous trend in the

market, you can then search for strong stocks with the likely possibility of

breaking out beyond any previous resistance points.  Even with all the new

technology and interesting perspectives available to us, finding swing trading

candidates can still prove to be difficult.  You may literally search through

hundreds of charts before discovering a few matching possibilities where the best

conditions for the best risk-to-reward ratios exists.

The following are a few scenarios to watch out for in swing trading:

• Use S&P 500 Index for Starting Point – Watch the index for

trends each day, marking the pivot points, and viewing various

charts for several perspectives.  Be especially attentive during

the last hour of trading each day.

• Target List – Create a target list of possible swing trades with a

significant risk-to-reward ratio.  Begin your search with the S&P

100 and the NASDAQ 100 indexes.  Then cross-reference your

choices from various charts and narrow your list even further.

Be patient and don’t force patterns on your tired and weary

imagination.  Real trends will be obvious as you go through your

search.

• Chart Trends – Keep consistent charts on recent plays and

various trends, noting any gaps, all averages, resistance levels,
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and critical pivot points.  Include daily charts for technical keys

that are specific indicators of averages on the move.

• Remember Key Fundamentals – Be on the alert for news with

impact in the media that may boost or drop previous trends in

the stock market.  Stay objective and while you estimate and try

to predict the fluctuation effects.

• Exercise Discipline & Patience – Set an entry point and a loss

point and stick to it.  The idea is to minimize your losses,

preserve what you have for tomorrow’s exchange, and to

eventually win when the time is right.  This is more of a mindset

than anything else, but because you are in control of your

market actions and choices, and no one has to know your

intentions, it’s very easy to change your decisions.  Don’t

succumb to the temptation to waiver in your preset decisions.  It

not only puts you on an indecisive track, but undermines your

trading confidence.

• Ignore Greed – Even if the stock you are trading has moved in

your favor, you haven’t made money until you have officially

closed out the trade and completely eliminated further risk of

loss.  Remember that a small win is better than any loss.  Again,

exercise discipline in cutting your losses before they grow worse

by waiting for an upward trend that might not happen, or for

confirmation that it’s all over.

• Scaling – Trace the stock as it moves forward in your favor,

similar to trailing succinct pivot point stops.  Be proactive in

protecting your losses, not reactive when it’s too late.  In other

words, it’s better to be defensive than to suffer heavy losses.

This requires exiting the trade if you are on the losing side and

unsure of which direction the stock may charge.
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• Overnight Positions – Since swing trades generally last over

the length of several days, often it’s necessary to stake a

position overnight.  Stocks even change overnight, so it is in

your best interest to not close the day on a losing trade or with a

particularly high trade with a large percentage share.  You need

to leave room in either direction for market gaps and

unexpected reversal trends.

Core Trading

Unlike scalp and swing trading, core trading takes advantage of situations

in the market that require longer lengths of time to develop.  For these types of

trades, market assessments and decisions are generally made after market

hours due to the busy activities of the trading day.  Both detailed fundamental

and technical analysis are very important before executing core trades.  The

challenge of core trading tests a trader’s skills at stock picking and predicting the

future of stocks.

Traditionally, speculative technical markets have provided the conditional

environment necessary for core trading.  In many historical cases, the length of

time for developing stock for a new business could be as long as a few months to

a few years, while core trades are generally a few days to several weeks.  These

trading methods may require significant patience, but the possible profits from

these markets are too great to ignore.  Other key benefits to use core trading is

for traders to hold specific positions as we wait for dominant trends in the market

to further develop.

The following are necessary elements to remember when core trading:



• Technical Analysis – Follow daily and weekly charts on

technical indicators in the stock market.  Know the resistance

levels, the moving averages, and volume trends.  After you set

your stop loss based on this information, stick to it.  Technical

analysis is often tell you more than fundamental analysis.

• Fundamental Analysis – Fundamental news and analysis is

often beneficial as a cross-reference with the information you

derive from you technical analysis.  Also, a very important news

can promote a dominant effect or trend in the stock market.

• Wide Stops – Keep your reward-to-risk ratios realistic with the

stock movement and as key market trends shift one way or the

other.  Continue to set your stops and exit points according to

resistance levels from your technical and fundamental analysis.

• Small Bets – Small bets always keeps your risks lower than

larger bets with more to lose.  Several small winning trades

could add up to a large, significant profit.  The benefits of small

bets include: 1) You can build a large trading position by adding

to a little at a time as the market swings in your favor. 2) If the

stock moves against you, it’s easier to exit at a faster pace.

• Technology Issues – With technology always moving forward

in leaps and bounds, especially in our day and time, consider

any technology-related issues.  This is the market where you

can usually find many of the large price moves.

• Stock Knowledge – Core trading requires significant

understanding of the stock’s nature such as the products and

services that the stock’s business is involved.  Necessary

fundamental knowledge is very valuable, and therefore, requires
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a great deal more research and analysis than swing or scalp

trading.

• Decisive Exit & Entry Points – Even though core trading is

significantly different from swing trading, the knowledge of

intraday price swings will still be helpful as you determine a

down momentum or an approaching rally in the market.  These

market forces produce the relative points at which you choose

to enter and exit a core trade, thereby a huge factor in your

success.

• Go with the Flow – Don’t ignore or balk against trends that

could significantly increase your losses.  This is self-destructive

behavior that could end up being very financially painful.  Take

advantage of the financial opportunities that trends provide

instead of moving against them.  When the trend dies, you can

move on.

Short vs. Long Trading

Long trading is when you buy a stock with the intention of later selling it at

a higher price.  Shorting stock is when you sell stock with the intention of later

buying it back at a lower price.

Short trading appeals to many on the basis of market cycles, in which

downtrends are virtually unavoidable, falling faster than they tend to rise on the

uptrend.  The disadvantage to short selling is the fact that the market will

eventually always swing back up, which increases the price of the stock you

intend to re-buy at a lower price.  Plus, not all stocks are available for shorting at

all times.  For instance, you cannot short a stock on a downtick.  Shorting is only

possible on upticks.  These rules are were established by the exchanges to
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prevent market sell-offs from occurring as they did in 1929, throwing the U.S.

economy into a deep depression along with many other factors.  Please note that

specialists and market makers are exempt from this rule.

One clear way to tell whether or not to sell short is by reading charts,

documenting market indicators with Bollinger bands.  These are exponential

bands with two standard deviations, measuring high and low volatility levels.  A

stock price at the top of a Bollinger band is very likely to drop down to its lower

Bollinger band – A good indication to sell short.

Wide bands indicate high volatility, while narrow bands indicate the

opposite.  You want to monitor the moving average (MA) until it reaches a double

top in the shape of an M.  This is an indication of a major drop on the brink and a

potential setup for selling short.  What is happening is the stock in an uptrend is

weakening.  It reaches a high point, sells off for the slight dip, and then reaches

another high.  The second high point cannot break through the resistance,

reaching past the point of the first high.  Stockholders grow a bit nervous and

begin selling off, plummeting the stock into a downward slope.

When choosing a stock for a short sell, look for steep rises.  This indicates

that the sharper the incline, the sharper the drop.  Also, the less support a stock

has, the further it will fall when the drop comes.  The moment a stock penetrates

the support resistance, trading at 0.125 below that mark, you need to place a

limit order selling short the desired amount of shares at the inside offer price.

Here are a few DON’Ts when considering selling short:

• Don’t sell a strong stock short if it happens to be in an uptrend.

• If you think a stock has risen too high, don’t short a stock based

on that reason alone.  Many traders have a history of getting

burned on such loose reasoning.  Use the straight facts from
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market indicators to make decisive determinations in whether or

not to sell a stock short.

• Likewise, don’t ever sell a stock short simply because it takes a

dip.  If you’re looking for an indication that a stock may be

weakening, it isn’t necessarily at the first couple of lows.  Wait

until it trades for a 30-minute low before you consider selling

short.

• As a new trader, you should avoid scalping shorts until you can

a reasonable amount of experience.  The reason for this is the

risk factors are very time consuming with difficult entry points,

and often very imprecise fluctuations.

• It is unwise whether you are trading long or short, to trade a

stock with very little volume such as 300, 000 daily shares.
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The combination of both technical and fundamental studies not only

increases your knowledge but can boost your confidence.  Fundamental factors

often supplement technical pricing, which in turn greatly increases your chances

of being right.

Making correct interpretations in an allowable time frame to make your

decisions count, puts you a step ahead of everyone else.  It doesn’t help much if

you can’t interpret the market in time to act.  This is one aspect of stock trading

that sets the professionals a part from the amateurs.  They have their momentum

down.  They pay attention, think quickly, interpret even faster, and their decisions

are automatic, kicking them into motion.

Technical Analysis

On a deeper level, technical analysis concentrates on evaluating time, price

and market sentiment.  Technical analysts rely heavily upon the usage of charts.

They use them to determine how many shares have been sold in a day, a week,

or a month’s time.  Traders using this method of analysis, generally decipher a

stock’s strength by the moving average of the stock’s price.  This can be

determined by averaging the closing historical prices.

Technical Analysis is also an excellent way to obtain up-to-second status

accounts on equities and other market indicators.  Day traders pay special

attention to current market indices, which may give an indication in which

direction the breezing market may blow next.  A few of the most popular indices

are the S&P 500, Dow Jones Industrial, and the NASDAQ Composite.

The quick delivery of news is essential as traders try to correctly interpret

whether or not to quickly buy or sell, or to simply reverse positions.  Of course,

“timely” is the key here.  Traders try to beat all the other traders before the
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information spreads to the market majority of investors.  News that sometimes

changes the order flow during the intraday period is stock split announcements,

relative lawsuits, merger deals, and some stock buybacks.  The idea is to take

advantage of these opportunities in a profitable way.  Again, the best sure

method of increasing your profitability in this uncertain and unpredictable market,

is to find a comfortable method of market analysis that combines both the

fundamental and the technical aspects of trading.  Your personal system won’t

develop overnight.  It will take practice through trail and error, but eventually

you’ll begin to get the feel and gradual flow of a trading momentum all of your

own.
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Day Trading Online

As discussed in an earlier chapter, the Internet has revolutionized many

industries, and the stock market is no exception.  Many changes have taken

place in the markets since the invention of the Internet.  Whether you intend to be

a part-time or full-time day trader, with the advancement of the latest

technologies, you now have the advantage of trading right at home or within your

office.  All you need is a computer with an order entry software system that has

an Internet connection via a cable modem or a dedicated phone line.

 Previously, only stockbrokers, specialists, and market makers had

personal access to the market and for placing orders, but now everyone online

who wants access to the stock market can have it.  You can sell and buy stock

right online without every having to call a broker or making an inconvenient trip to

a local stock exchange firm.

Online Resources

The number and variations of online resources can frazzle the mind and

everyday more and more sites are uploaded to the Internet.  Resources range

from informational Web sites, online magazines, online educational sites, to

interactive trading markets.  That doesn’t include online publishers where you

can purchase stock investment books from sites such as barnesnoble.com or

amazon.com or financial and media business sites.

One of the changes that the online trading market is in the process of

instigating is longer trading hours.  Traditionally, floor-based trading occurred

between the hours of 9 a.m. and 4 p.m., however, online markets are changing

all that.  Many speculate that 24-hour trading is far away.
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Many online trader sites offer stock picks and specific recommendations

for people who register on their site and subscribe to email newsletters.  You can

find online chat rooms and active bulletin boards where you can post messages

and follow-up responses.  The idea is to provide a market of communication for

ex where you can post messages and follow-up responses.  The idea is to

provide a market of communication for firm experts, experienced individuals, and

even amateurs just getting started.

You will need to surf through these online trading sites, read as much as

possible until you feel comfortable returning to a select few and following the

suggestions and advice they provide on their sites.  Choose one specific trading

site as your homepage which will be most helpful to you, and bookmark any

others of interest.

Please realize that not all the information on these sites can be taken as

absolute.  Many people will offer information based on their opinions, experience

and education.  The opinions may or may not be helpful, but the experiences and

education could be of assistance to you while in the process of learning.

Listening and heeding advice can sometimes help you to avoid mistakes that

others have made, however, it can also mislead you into making bad decisions.

You have to do your own research, self-education, take classes and weigh

advice based on other cross-references and your instincts.  You will make

mistakes.  No experience can be error free or it wouldn’t be experience.  Use

your mistakes wisely, learn from them so that you don’t repeat them.

The following lists are current online Web sites organized by appropriate

categories.

Media Web Sites

ABC News www.abcnews.com
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CNBC www.cnbc.com

CBS Marketwatch www.marketwatch.com

CNN Financial www.cnnfn.com

MSN MoneyCentral www.moneycentral.com

The New York Times www.nytimes.com

News Alert www.newsalert.com

ReutersMoney Net www.moneynet.com

TheStreet.com www.thestreet.com

$Wall Street City www.wallstreetcity.com

Dow Jones Newswires www.dowjonesnews.com

Standard & Poors ComStock www.spcomstock.com

Multex Investor http://nasdaqeurope.multexinvestor.co.uk

Trading Web Sites

The Daily Trader www.dailytrader.com

Daytraders On-line www.daytraders.com

Online Trading Academy www.Tradingacademy.com

On-Site Trading www.onsitetrading.com

Pristine Day Trader www.pristine.com

TradingMarkets.com www.tradingmarkets.com

Bloomberg.com www.bloomberg.com

AltaVista Finance www.altavista.wallst.com



48

www.clickevents.co.uk

CyberInvest www.cyberinvest.com

Financial Center www.tfc.com

Interactive Investor www.zdii.com

Invest-O-Rama www.investorama.com

Investor Words www.investorwords.com

The Motley Fool www.fool.com

The Raging Bull www.ragingbull.com

Silicon Investor www.techstocks.com

Stockpoint www.stockpoint.com

Etrade.com www.etrade.com

Quote.com www.quote.com

MassLive.com www.masslive.com

Institutional Investor Online www.institutionalinvestoronline.com

Strictly Stock Online www.strictlystock.com

Online Magazines

Money Magazine www.moneymagazine.com

FT expat Magazine www.ft.com

Fortune Magazine www.fortune.com

Business Week Online www.businessweek.com

Web Finance Magazine www.mfmarketnews.com

Better Investing Magazine www.better-investing.org
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Mutual Funds Magazine www.mutual-funds.com

Traders World www.tradersworld.com

Bloomberg.com Publishers publishes four magazines that can be found through

their Web site:

Markets www.bloomberg.com

Personal Finance www.bloomberg.com

Wealth Manager www.bloomberg.com

Bloomberg Money www.bloomberg.com

Online Stock Markets

With the stock market changing on a daily, hourly, and minute-by-minute

basis, there is no other substitute for having online access to real-time markets

than the Internet itself.  This section will cover the main online markets for the

U.S. and Europe, providing online hyperlink URLs, current screen shots of Web

site homepages, and other significant Web pages.

New York Stock Exchange Web Site

www.nyse.com

The NYSE Web site is an online interactive trading site where individuals and

institutions can buy and sell stock, participate in related discussion forums, and

access informative references, including the latest breaking news in the industry.

As the Trading Floor buzzes with excitement and serious business of the day,

online investors click on The Trading Floor Web page of the NYSE site and begin

their day of trading at home through the convenience of the Internet.
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Screenshot of NYSE Web site hompage at www.nyse.com

If you are looking for information, you won’t be disappointed.  You’ll find

detailed content describing the size of the Trading Floor to actual photos from

various viewpoints.  There’s no lack of history either.  The NYSE has been in

existence for over 200 years, and the famous bell that is faithfully rung at the

opening and closing of each day began in 1870 as a tradition.

The NYSE Web site is full of step-by-step processes in how stocks are

bought and sold in the market.  This information is very easy to read and

understand with specific examples and related illustrations for effect.  They’ve

even added a Web page showing photos of the technological tools used in the

market with explanations on how they perform and what purposes they serve.

You can view membership listings and find up-to-minute market information,

including charted statistics and other real-time data for the U.S., Europe and

other international companies. Also, the site provides current indices such as the

S&P 500, the NYSE Composite, the Amex Composite and the NASDAQ

Composite, including the Dow Jones Industrials.
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As with most stock exchanges, the NYSE monitors every transaction and

is under continuous surveillance.  The exchange uses Stock Watch, a computer-

based system that examines each individual trade for irregular trading behaviors

and alerts the appropriate NYSE personnel.  The NYSE Web site provides

content on its Web site outlining the regulations for operation and membership

requirements.

Online trading

members are not left

without the “look” and

“feel” of physically being

there.  In 1999, the

NYSE revealed the first

large-scale virtual reality

environment for

business related

programs.  You can

literally visit the virtual

representation of the

Trading Floor through a
3-D Image of the NYSE Trading Floor from the NYSE Web site.

Dow Jones Industrial Daily Chart from NYSE Web site
(10/17/01)
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three-dimensional reality –based system.  The still image below is a 3-D pictorial

sample within the virtual reality environment of the Trading Floor from the NYSE

Web site.
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In 1998 AMEX merged with NASD, but continues to operate as a separate

entity.  For this reason, AMEX has its own Web site that provides historical and

current market information, as well as regulatory rules and membership

requirements.  You can view and download both AMEX and NASDAQ securities.

For tracking and investment purposes, you’ll find updated charts and tables

providing the status on various indices, and other market indicators.

AMEX Web page showing market closing graphs for AMEX and NYSE, including the status
closings of other major indices.
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NASDAQ Web Site

www.nasdaq.com

The NASDAQ is a comprehensive, informative site that includes additional

links to all the NADAQ’s international markets.  Here you will find up-to-second

statistical chart and indices.  The NASDAQ Web site also provides information

regarding the trading rules and requirements for membership, which are

available as pdf files to downloading.  You’ll find numerous benefits for joining the

NASDAQ market.

The NASDAQ Web Site Homepage at www.nasdaqeurope.com
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NASDAQ Europe Web Site

www.nasdaqeurope.com

NASDAQ Europe Web Site Page at www.nasdaq.com
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The London Stock Exchange Web Site

www.londonstockexchange.com

As the world’s leading exchange market, the LSE Web site lives up to the

overall standards that the global market have come to expect.  You’ll see

innovative, interactive and user-friendly Web pages with real-time informative

data.  Each segment of LSE such as AIM, techMARK, extraMARK, and landMark

and other relative services have their own dedicated pages.  In addition, to the

significant charts and important worldwide FTSE indices, are links to other

international markets for a universal global connection.

The London Stock Exchange Web Site at http://www.londonstockexchange.com
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Other Resources

Even though there are so many convenient online resources, don’t

overlook or ignore other significant market indicators.  Read your local

newspapers and subscribe to financial investment magazines.  National

newspapers such as The Wall Street Journal and USA Today print very

important market data.  They not only contain stock market statistics, but

sometimes have very important articles that can reveal temporary trends and

significant market swings.

You could also read books regarding stock market trading.  While library

resources may be beneficial to background material, try to read the most current

released books.  Most public libraries are limited from government funds and can

only purchase so many new resources a year, therefore, they don’t always have

the latest publications.  Visit you local Barnes & Nobles and Borders bookstores

as well as the online publication sites such as Amazon.com.  Even if you have a

recent published book, remember that publication generally takes a year before a

book is actually on the shelf.  This means that as soon as a book is printed, the

material within it is already a year old.

The following book titles are a few recommendations:

• Secrets for profiting in Bull and Bear Markets, by Stan

Weinstein.

• Stock Patterns for Day Trading, by Barry Rudd.

• Strategies for the Online Day Trader: Advanced Trading

Techniques for Online Profits, by Fernando Gonzalez and

William Rhee.

• The Disciplined Trader, by Marc Friedfertig and George West.
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• Tools & Tactics for the Master Day Trader: Battle-Tested

Techniques for Day, Swing, and Position Traders, by Oliver

Velez and Greg Capra.

• Trading for a Living, by Dr. Alexander Elder.

• A Beginner’s Guide to Day Trading Online, Toni Turner

In addition to reading resources, you can also watch informative television

programs and newscasts such as CNBC, CNN, and Bloomberg TV.  These

stations monitor the stock market daily and report relevant general market issues

that may affect stock prices and directional swings.  While the information

provided by these stations may be very beneficial, some of the data could be

considered more important for long-term trading.  Use your personal judgment as

you listen to the news and stay true to the market rules you have established

from experience.

Television stations that report on the stock market invite industry experts,

significant firm representatives and other professionals from the industry.

Depending on what type of trading you are considering, please keep in mind that

the majority of the information and opinions provided on these programs are

more applicable to the long-term investor.  As a day trader, you must learn to

read, listen and hear other opinions, predictions and analyses and interpret the

pieces that apply to day trading in day trading terms.

Whether you’re just getting started in trading stocks, or graduating to an

intermediate level, the flood of resources is almost too much and can be the

source of the majority of your confusion.  Proceed with caution.  Don’t be

vulnerable to being misled because of a overwhelming need for guidance.  While

most people will be sincere in helping you and giving advice, others will simply

take advantage of your naïveté.  Be cautious of seminar classes and workshops
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that cost significant money and claim to teach you everything you need to know

in two days, or one week.  It isn’t possible.  It’s likely they are just out to make

some easy cash on your simple desire to learn.

Real classes attempt to teach you significant strategies and tend to

concentrate on one segment of the market at a time.  Real professionals know

that beginners and intermediates can’t learn all they need to know in a few short

days, and they definitely won’t mislead you by making such a ridiculous

proclamation.  Credible online classes, local seminars and workshops are very

helpful in giving you advice and tips that you can use in the trading market.  The

key is deciding which ones are the good ones.

Always make your own choices, and follow your own instincts, not

someone else’s.  Think of all your resources and research as the gathering of

information that’s necessary for anticipating the market’s reaction monitoring its

progression.  The rest is up to you.
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Strategic Tips for Success

Ø If news that could potentially affect the price of a stock is

announced on TV, don’t run with all the amateurs, giving it an

upward throttle.  The more experienced market makers and

traders will sit in a corner, biding their time until the stock is right

for shorting it and driving it back down.  As the stock price

plummets, these amateurs that purchased it at the highest price

of the day now have no one to sell it to.

Ø Don’t ever trade with money that you can’t afford to lose such as

bill money, retirement money, or any other finances that could

affect your living style if you were to lose it.  Only trade with a

stash of money that you have saved up for the specific purpose

of trading.  Just as a few people have been very successful at

the stock markets, there are even more who have failed, losing

homes, cars and furniture, and nearly evreything.  Don’t be one

of them!

Ø Never get into a trade that has a poor risk-to-reward ratio.  You

should only consider trades that will bring you a decent profit,

otherwise, the risk isn’t worth it.

Ø Get out of the trade as soon as you realize the odds are against

you.  The longer you wait, hoping that the tide will turn again in

your favor, the more money you could be losing.  Plus, you

might find it very difficult to sell.
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Market Indicators

Market indicators are very necessary resources when making decisions

on what stocks to trade, what trading style to use, when to buy, when to sell and

in observing the overall health of the stock market in general.  The majority of

traders and small investors find that viewing market indicators by relative charts

is more helpful than any other means.  Charts provide an in-depth view of the

market’s progressing trail, and to identify crucial support and resistance points.

The most dependable and widely used U.S. indices are the S&P 500, the

NASDAQ 100, the Dow Jones Industrials, and the Tick Indicator.  Other popular

European and global indices are the FTSE 100, FTSE All-World, the FTSE World

Index and the FTSE Eurotop Indices.

In addition to indices, the key market indicators are major market leaders

within their related industry.  Watching the reaction and stock market movement

of these business leaders provides a general idea of the strengths and

weaknesses in the overall market.  Any time these conglomerate corporations

bounce up or drop low, usually other businesses seem follow like a flock of birds.

Keep in mind that a downtrend in one industry will not necessarily indicate a

downtrend in a different unrelated industry.  History is sometimes the best source

to learn from.
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