Follow My Trade - Trading in Practise

Follow My Trade

Trading in practise
a hands-on session

Please note:

The front row of seats are
reserved for
active participants
in today's workshop
audience-participation
discussions.
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IMPORTANT NOTICE -
AUSTRALIAN TECHNICAL ANALYSTS ASSOCIATION

Please note that the views expressed at this meeting are the view of the speakers and
members only. They do not represent or reflect the views of the ATAA. The ATAA conducts this
meeting as a forum to provide an opportunity for its members to hear the view of speakers and
other members.

Under no circumstances are attendees at this meeting to infer that by allowing speakers and
members to speak at this meeting that the ATAA endorses, approves, agrees or promotes the
views of such speakers or members. The ATAA does not provide any advice whatsoever
regarding any investment in any financial products within the meaning of Section 766B of the
Corporations Act or otherwise.

It is further essential to note that speakers prepare their presentations without taking into
account or giving any consideration to the objectives, financial situation or needs of any
attendee at this meeting. Therefore, the views and opinions expressed by the speakers must
not be considered personal advice relevant to any specific person’s financial position or
situation

Speakers and members present their views for purposes of education and exchange of views
and discussions only. Therefore it follows that the views expressed must not be acted upon as
investment or financial advice or as any advice.

Attendees must consider the appropriateness of the views expressed in the light of their own
objectives financial situation, needs, position and seek professional advice from person(s)
who are licensed to give financial, legal and tax advice only.

By attending this meeting you release and discharge the ATAA from all liability loss or damage
that you may suffer or sustain (the Loss) and indemnify the ATAA against the loss.

Follow My Trade
Trading in practise
a hands-on session
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Follow My Trade - Trading in Practise

These slides + notes

= This set of slides is available from the ATAA
web site for ATAA members.

« Three versions of these slides are also
available for Share Market Toolbox members.

= Premium Toolbox members have access to a
set of slides along with the Speaker Notes and
explanations for each slide in the set (all in the
one PDF file).

See: www.robertbrain.com/presentations/
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When trading shares:-

How to:

= Minimise our risk?
(50 we can sleap at night)

= Set the Stop Loss price level?

« Estimate our Price Target?
» Calculate the Position Size?
= Follow the trade, manage risk, trailing stop...

So, how do we do all this?

-
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Self study?

= These slides are effective when presented to
one or more small groups in a workshop
situation with interactive discussion.

* These slides can be used for self-study:

» Have these slides handy, AND
have a Trading Work Sheet handy with pen and
calculator.

= Step through the slides one at a time, and consider
the options when presented (eg. Preferred Entry
Price, Initial Stop, efc., etc.).

* These slides are most effective when the
Speaker Notes are also used.

T L

(c) July 2012, Robert Brain

July 2012




Follow My Trade - Trading in Practise

Trading in Practise

Session Purpose:

= To consider a realistic trading example
using historical price data.

* To look at one example of good money and
risk management methods

= Consider:

« position size calculation,
= initial stop loss, and
* trailing stop loss (of time permits).

L
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Trading in Practise

The process for this session:

1. We will use a specific trading strategy, and
a trade sef-up and a trigger.

2. We will view a price chart.

3. We will consider how we decide a
“reasonable” price to enter the position.

4. We will identify our own preferred Stop Loss.

5. We will consider whether it is worth risking our
money, considering the possible returns.

We will consider how much we are "risking”.

© G 10T K
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PREFACE

A cautionary introductory note:
= Discretionary traders versus rigid-plan traders.

= Successful discretionary traders might see little
benefit in the information in these slides.

= Less experienced traders and investors might
find that the information in these slides will
“save their bacon”.
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Thank you...

Thank you to the
BullCharts User Group folks
who trialled this Workshop session
on two occasions in
the last two years.

Their feedback has fine-tuned the details,
and the full session normally runs for 50 to 90 minutes
(5o will have to cut short today).
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Teams

1. Quickly form into teams:-

« of 2, 3 or 4 people

= in the seats where you are

= {turn round and say hello to your team members).
2. Preferably also have:

* Trading Work Sheet (or a piece of paper),

» Pen (or pencil),

= A calculator might be handy.
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The “paper work”...

=
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The Trading Worksheet

This work sheet has several elements:
= Portfolio & Trade Risk management
= Trade Planning / Position Size calculations

July 2012

* Pictorial Diagram [~
« Trade Work Sheet,|

Tradng Work Shel s meps s

Details explained
on next Slid&{ﬁ}.,.

E TSI - P e B s PP 5

Diagram explanation

* Recent trading range $10-$13

= Anticipate a e
rising trend.

30

. i
: ; - I I
ading range I I
= a1 v I

Diagram explanation

1) Determine three key price points:

Targer FH:C'E' saiTple price
= 320 4
Preferred Entry Hyice
= %13
Initial Stop Price
'
= 59-95 trading range I I
|

Fretered Erey

T L
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Diagram explanation

2) Calculate:

- Reward amt [ samele poce
- Risk amount |z T Price | __l
3) Calculate:
- Reward/Risk o
Ratio - -
4) Ideally: . . l.l.__.r_ ol
- greater than nding Fange I I Il mﬁvc
2oreven 3 4 l ;
510 ' L o e

L
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Diagram explanation

Reward/Risk Ratio
- $?_|f $3105 safmgle pce

L i
The greater the R
Reward, the s oty |
better the ratio. | * i I l i =
Great if e I l I RISK
3, 4 or 5+ $10 1 - % el Shon

-
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Portfolio & Trade Risk mgt

Constraints
as per your
Trading Plan / Strategy
" Portfolio & Trade Risk
Sample Your amount
{a) Today's CAPITAL = 5 50,000 5. -
{b) Maximum Capital = 20% of {a) . %
per position = §10,000 - S
(&) Risk per trade =2% 0 () i %
(d) Armount “at risk” =% 1,000 LT
per Trade =(a)xc)

(c) July 2012, Robert Brain
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Position Size calculation

W will work through
this section shortly.

=
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Trade Planning [ Position Size

S Code

1) Thee “RESK™ fuRy:
Prafened Eniry Price PEP =%
iedial Sy Price & =%

RISK ipar share)

{2} The: “REVARD";
Target Price W™ =5
Praferred Entry Prica (above) PEF =%

REWARD [per share) = (TP-PEF} = §
) REWARDCRTSE Roatioc
REWARD
gy

=[PEP-I5) =%

) Poslion Size iramsler of shanes)
Amsownr ar rink | o]
RISK
IH Vake of frid poition:
Postion Spe x PEP= §
Cr i i Position Vahos bess than (B) atove?

July 2012

Trade Work Sheet

Can enter actuals

onto the Work Sheet

Trade Work Sheet
Duate: ! !

Shock Code:
Achual Entry Price =5 .....
Indtial Stop Price (15) =5..,

Indtiad Stop Amaount: R = cenis
Entry date: ! i

Closs Trailing
Prico Sacgy

N
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Case Study

Part A
Planning the Trade

MNote: The following is a hypothetical trade situation
(known as “Robert's JB+AH" strategy),
and is not a recommended approach or method.

& & Copyghl 231500110 Rigktege] Bamry
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My “JB+AH" strategy

1) Using my scanning/charting software, and
my special “set-up” criteria,
look for stocks with a “Start” signal
within the last few days.

' & et F10: 1. et B

My “JB+AH" strategy

1)

2) If this occurs, and if other conditions are
favourable (eg. Hull Range+ indicator),
then look for trigger:
an “open, green candle”
within the green “Buy” zone of
the Range+ indicator.

.3) Then buy next day at the open.

& G T30 K
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Possible trade...

Pos sEbIel trade.

== ACR — Acrux Ltd

Set-up is in place Cover S0uF)
f Sedin i goad
but no trigger AT
e,

"
but Hull Range g, | - |t
ndicator s NOT faourable “‘,.-"" (WP
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Another possible trade...

OrETr— ACR — Acrux Lid gy

Hereis -
| Thes Sartup: Trigger: 1
afrade! SLERvY PEVEL, - i
= “gyes okl i in the Hull Rangs indicator 1
tha grean “Buy” zona
eTem
-
. —

s s
T - e
| -

March

7 o] 2009 ” |

B CH - ey ORI RIS I
ALN Dade 00 B3 T-8 561 =0 W00 00 90 00 4 R O

ACR — Agrux Lid
{daily chart)

. I[# H’T'hl_

i Em
Consoldation,
Is it accumulation?
{ = 32 bars o 5
5 =3 ~6 weeks) w
¥ ¢ Jenasary-March g Thi i E 1 i ¥

T

Check the bigger picture®...

b, ACR — Acrux Ltd
Wi {daily chas)
I",-""w Possible

B e e
™

Euc—} 1“'! ¥ jl..,-.. @ [ |
39¢c--> PR N e
* Remembar, |- |
“Tha mavkel | ah 1 months | e
i ki 2 | r
alaphart * = |
Augiast ] : | March -
F oo = 2‘?“ e W R P TR P | P00 e
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i My system says: Gol e
| Buy next day at open -
; ]
i e
- -
- 1

. s = f
LT m - ,
- 1

! - A e - I
|

1 =

March
e uu,-.-.-.,-.l 2009

Now Plan the Trade...

My system says --> “GO!I"
We have decided to take the trade, and
we will do the following in the next few slides:

1. What is my "Preferred Entry Price"?
. What is my “Initial Stop Loss" position?

. Calculate the RISK per share

. What is my "Target Price"?
. Calculate the possible REWARD

 tn B W N

. Calculate the REWARD / RISK ratio.

G T30 K B

L

Your trade planning...

We are about to buy .,_‘

i' someawhere here 1

| \ -

| A

What are your values? Ees B = .
T e

« Prefarred Entry Prica (PEP) ]

= [Initial Stop (1S)
* RISK per share = R

Kand fill out the “Wark Sheat”j® t

WMarch
E '-"'""‘J 2009

(c) July 2012, Robert Brain
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Here's the same chart again.

LEE

« Prefarred Entry Price (PEP) 7
= Initial Stop (I5) 7
+ RISK pershare=R 7

Shervs

hat are your values for:
||.|H|| | comected data

Here's one possibility...

H‘[I'I]DUD ﬁ

» Preferred Entry I@
Price = 40.5¢c
(near last Close) <--35¢

« Initial Stop (IS) = 35¢ (| |

(at last Trough) Are these your numbsers? -
&) thing different?
« RISK per share:. B e aare
R = 4'}5 - 35 = 5,5G “coneced” dala

Here's my Work Sheet

Trade Planning / Position Size

Stock Code: . AC R .

(1) The “RISK" (=R):

Prefemed Entry Price PEP =% 0.405
Initial Stop Price IS =% 035
RISK (per share) =(PEF-15) =% 0055

T L
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The Risk amount?

Amount “at risk™?

Note down your

Risk amount

(% or cents per share) &
Trade Planning ! Position Size ’
Sock Code ™
(1) The "RISK™ (=R):
Pradermed Entry Price PEP =5
Initial Stop Price I8 =5
RISK [per share) =({PEP-I5) =5

71 Tha “REWSRN™

Target Price?

What is

your estimate for
the Target Price?

(see chart on next slide)

W
=

I Gt D3-517 Anted Boan

Check the bigger picture...

YA What is your
T Target Price?
64c--> D
50c--> Ay
y lafaltand N
353-:" i Wi, | {"3‘56
It could be al: [ 4
50 cents?
At i | March —
~ e EE“ ...... — wos L
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More paper work...

Estimate your REWARD: "

]

= Target Price (TP)=? {mine = 50¢c)
» Preferred Entry Price (FEP) = ? (mine = 40.5c)
Here's my Work Sheet:

{2) The “REWARD":
Target Price TP
Prefemred Entry Price (above) PEP
REWARD (per share)= (TP-PEP)

$ 0.50
$ 0,405
$ 0.085

L
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More paper work...

Estimate your REWARD: '

e
» Target Price (TP) =7
« Preferred Entry Price (PEP) = 7 (min
REWARD per share
= [Target Price] — [Preferred Entry Price]
= 50 —40.5 cents

= 9.5 cants par share

Note down your REWARD amount...
($ or cents per share)

-
P B 10T Kt g

Reward to Risk Ratio

Calculate your:

Reward -’
Risk

(3} REWARD:RISK Ratio:

Mine:- REWARD _ 935 _ 4=
RISK 5.5 ’
Is this high enough?

-
B oy 3101 Kb Ben
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Let's digress...

What's your view?

» “Reward to Risk” ratio? @
(1.7 in this case study)

OR (48 ]
* “Risk to Reward” ratio?
(0.59 in this case study)

-
B Capyg 3101 Kb Ben

Position size (the number of shares to buy):

Total amount at risk
[R]isk per share

Total amount at risk in this study '
= 2% of $50,000 = $1,000

-

{4) Position Size (number of shares):
Amenant ar sk d ) O

= = 18,182

RISK 0.055

=
B a0 Kl

Value of this parcel

Value of this parcel: , _
The Parcel Size x PEP = § .

(mine = 18,182 x $0.405 = $7 363)

QUESTION:

Is this parcel value less than
item (b) on the Work Sheet??

[ I R — Cl
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Trade Work Sheet

« |f we place the trade,

record the
“Actual Entry Price”. s T:t:k ie.'ﬂ_r_
» Complete the details ?”“ICE:'-M i
at the top of the i
Trade Wark Sheet. initial Stop Amount: & = ... ceris
Entrydade ___/___/
+ Now let's go forward | | [..".".:..,] =
a week or two.... |
Now
' .
let's view
the chart...
.ﬁ B Capgh 29153011 Rt B e

AR Bk |8 S B P P 8 4 e

Enter hera
next day

on Oiﬁ.

vl i amm
! _L*“'-@ My Initial Step

(] is at 35 cents.

Where is yours?

(c) July 2012, Robert Brain
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B Bk | 1 e e i 0

After first
day of trading...
Concerned about

this long-tailed
doji candle?

- What might it P
| mean? |

w ] La -—
L el @ |

o [8-roul . ac.
{my stop)

!| || 111 I

.. I i - L | - ) H.
=0 T -
4 4

(B8 Bty |1 B P e A 8 o

[ Now 4 days
“ | Entered here later
{40,5¢)
tT <45 o

Enfered 40.5
| Enke " _
_ .I,.__@ <--40c

__.h.!_:.ﬁ* B Trailing Stop Loss?

-] {my stop) What about lifting

B the Stop now?

| ‘ ‘ | If s0, where to? ]
i|.||,.‘_|| 11 . ]

Case Study

Part B

Managing the Trade

& the Trailing Stop

# & Copyghl 231500110 Rigktege] Bamry
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Trailing Stop?

What's your preferred method?
(a) Recent chart trough?

(b) Under a Big White?
{c} Han ot o Elder's Chandelier Exit
> 5 w |
Big White? » Elder's Safefone
(d) Parabolic-SAR? - .IPB Traﬂing&t;p
B » Parabolic
) i‘:g:zg::;yf;baa«ad « Wilson ATR Trailing Stop
+ JB Volatility Profit Taker

(f) Other? « NW Short Trailing Stop (ADX)

=
0 Cany T101 Rt B

Tralllng Stop — samples

EH P FRsA A A
Here are four - T e
sample methods ‘_ gy 42.4c
for Tralmng Stops - i _Mr_
: Rl e
| B o ..—"" .'-‘ - ;
bt AR 7 w B
The value to
use “next day”
is shawn in
‘ the margin.
L s
L oL b ] |

| Another |
" | Entered Snys Ee
| B later _
f Is the prin'e
!I'I" 4 <-45c faltering?
Enpered 40.5 Where is your
IWH"——@ <-—-40c Stop Loss?
| .JI - IDII:' <35 Write it on the

|:rr13,r Initial Stop) Work Sheet.

(c) July 2012, Robert Brain
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| Another
| Entered four days
L I later
s

!lT- l+[] <450

L Eention, @ <--40c

L nt+
.._."_rL e Do you want to
o

position? .
\ Ll ~
I I|| | |

Tralirng Stop — updated'?

=R b ol B 4 B B P i A

-
-
i
4 U
/ x: :
LA

And anothar
550> ‘ﬁ five days

later
|[|.|. <--50¢
\ IT l+[| <-=45¢

Do you want to |
.':- raise your
Stop Loss

Ent‘ﬁned

position?

(c) July 2012, Robert Brain
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N o

_¢d+f
“-.,ililn I_r_[._"]/ =
!T-—: e iR

Tralhng Stop — update’?

Four more

: g
Entered 55¢--> ‘ﬁ |y days later
|[|.|. <--50¢ g
iT l+|:| <45 é "
|_ Where is your w
o Stop Loss [
position? L e
HII‘ ‘|| | |‘ ||‘ “ T

=3

,:',[I'|IEI 50c-> ﬂl :
\ !IT-1+D <--45¢ e

LEnemd 405, . @ Where is your

33 N T Stop Loss

o “'T position?
-

HH“HI”MM ‘

e - T |

Another

six days
Intar
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That's all for now

That's all the price action
we have for now.

' & et F10: 1. et B

PREFACE

A cautionary introductory note:

= Discretionary traders versus rigid-plan traders.
« Successful discretionary traders might see little

benefit in the information in these slides.
= Less experienced traders and investors might

find that the information in these slides will
“save their bacon”.

G T30 K B

Conclusion & Wrap UP

* Where did you end up?
= Was your Stop hit?

* Conclusions?

« Comments?

[T -
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Monitor trade, revise stop

What's the best Trailing Stop?

» Elder's Chandelier Exit
« Elder's SafeZone

= JB Trailing Stop
* Parabolic SAR

+ Wilson ATR Trailing Stop
+ JB Volatility Profit Taker

= NW Short Trailing Stop (ADX)
+ Chande Volatility Trailing Stop

-
B Capyg 3101 Kb Ben

SUMMARY

With trade management,

risk management and
paper work.

HOW DID WE GO?

[ ECTPE A

= That's all for tonight.

= Trailing Stops — an art form?
= We can workshop more another time?

s \We can do another stock next time?

[T -
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Brainy's Share Market Toolbox

= Tonight's slides and the >

,ﬁ

+

Trading Work Sheet:
www.robertbrain.comitools/

-
- =
Ll

L

e,

rd

* Good charting software — BullCharts
rai Il

= Weekly Market Analysis email
and Walch List Updates

= Monthly e-News email
= My contact details:

web site above, or phone: 0438 355 910

(c) July 2012, Robert Brain



