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informational storage or retrieval system with the express permission of the
publisher on the condition that all copyright and credit notices remain intact.

DISCLAIMER AND/OR LEGAL NOTICES:

Trading of financial markets is a high risk venture. Historical performance is no
guarantee of future returns. Neither www.trading-secrets-revealed.com, nor its
employees, affiliates or contractors take any responsibility for the accuracy of the
information contained in this document, nor do they endorse or recommend the
use of this trading system to derive a profit from financial markets.
www.trading-secrets-revealed.com strongly recommends that individuals seek
independent licensed financial advise prior to making any decisions based upon
the information contained within this document.
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Application

After listening to the audios, now let’s put the theory into practice. We’ll work
through a practical application of excellent money management. The example
trade is based on a medium term system with the following Risk Management

conditions:

Float

Max Risk

Max Loss

Brokerage

Max Loss ex. brokerage

Trade Size

Position Size Limit

20,000

2%

$400

$40

$360

Max Loss ($) / Stop Size ($)
30% (i.e. $6,000)
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Figure 1.0 - Day 1 - Entry Triggered & Exits Predefined.
Entry Price $10.50
ATR (30) $0.17*
Initial Stoploss 3XATR= $9.99
Trailing Stoploss 4x ATR=  $9.82
Number of Shares 360 / 0.51 = 705.88 (inc. brokerage)
Position Size 705 x 10.50 = $7,402
Position Size Limit Rule (6,000 -30 x 2) / 10.50 = 565.71
New Max Loss: $348.15
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Entry Costs 565 x 10.50 + 30 = $5962.50

*For the ease of the example the ATR(30) will remain static.
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Figure 1.1 - Day 2 - Trailing Stop Moves Up.
Day 2 - The stock moves slightly higher. The initial stop remains fixed and does not
move. The trailing stop moves up slightly. However, because the initial stop is still
higher, the trailing stop remains inactive.
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Figure 1.2 - Day 3 - Trailing Stop Overtakes Initial Stop, Making Initial Stop Obsolete.

Day 3 — The stock moves higher again. The initial stop remains fixed and does
not move. The trailing stop moves up and overtakes initial stop, making the
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initial stop obsolete and the trailing stop becomes our new exit price. Although
the stock has moved 25 cents in our favor we haven’t made a profit till our
trailing stop is higher than our entry price.
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Figure 1.3 - Day 5 - Highest High Achieved Yesterday (Day 4) Trailing Stop Does Not Move

Day 5 — Two days later a new high is achieved. Today the stock retraced from
that new high. Our trailing stop is pegged to the highest high since entry and as

such remains static.
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Figure 1.4 - Day 22 - Highest High Achieved (Day 4) Trailing Stop Does Not Move.
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Day 22 -17 days later the stock fails to achieve a new high. Note: During periods
where a stock moves sideways the only way our trailing stop could have moved
up was if the ATR(30) value declined.
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Figure 1.5 - Day 24 - New Highest High Achieved (Day 24) Trailing Stop Moves Up.

Day 23 - 2 days later our stock begins to move in our favor. It makes a new high
and once again our trailing stop is on the move. On this day our trailing stop is
greater than our entry price and we are now in a profitable trade.
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Figure 1.6 - Day 67 -Highest High Achieved (Day 62).
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Day 67 — 44 days later we receive an exit signal when the current period’s low
breaks our trailing stop loss. We exit with a profit.

Trade Summary:

Entry $10.50 ROI 11.03%
Exit $11.77 Risk/Reward Ratio 1:1.89
Profit/Loss 565 x 11.77 — 30 - 5962.50 = $657.55
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3a.

3b.

3c.

Trading Secrets Revealed Questions

If a trader has a float of $50,000 and is willing to risk 2% of their float,
what would be their maximum loss on any trade if they were to class
brokerage as a contribution to a loss assuming $20 brokerage to buy and
$20 to sell?

What is the formula used to calculate trade size?

A trader does their analysis and decides stock ZZZZ is a buy. After
calculating an ATR stop loss they come to a stop loss size of 25 cents. The
trader has a float of $30,000. How many shares in ZZZZ do they purchase
assuming a 2% risk?

The trader above buys the shares the next day at a price of $4.26 broker
who charges $30. How much does the total transaction cost?

The shares in ZZZZ advance the next day, achieving a high of $4.42 and
close at $4.38. The trader is using a trailing stop loss with the value being
equal to the original stop loss. At what price should the trader position
their trailing stop?

A trader has a $20,000 trading float. Calculate the trading float remaining
after six consecutive losses and the total loss after each trade.
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5. Calculate the trading parameters below using the following details:

Float $8,000
Price $1.05
Stop Loss Size $0.08
Brokerage $30
2% Risk =

Initial Stop-Loss =

Trade Size =

Purchase Price =

6. A stock passes a trader’s entry conditions and he decides to buy XXXX at
open, on 05/02/02. They have a trading float of $50,000 and have 3 x ATR
initial stop set. Use the market quotes below to calculate your entry point,
exit point and the amount of profit/loss. Use the 3 x ATR method to
determine your trailing stop, calculated from each new high. The trader is
using end of day data and therefore sells on the open of the day after the
trailing stop is hit. The trader decides his stop is triggered if there’s a close
below the stop, not just an intra day breach.

Float = $50,000
2% Risk =

Initial Stop-Loss =

Trade Size =

Brokerage = 30

Purchase Price =

Calculate the remaining trailing stops and place them in the table.

Date Open High Low Close ATR  Trailing Stop
5/2/04 3.7 4.62 3.7 4.62 0.08 4.38
8/2/04 4.45 4.8 4.41 4.68 0.08
9/2/04 4715 535 4715 5.28 0.08

10/2/04 55 55 4.55 4.56 0.08

1172704  4.802  4.802 41 4173 0.08

12/2/04 4.41 4.8 4.27 4.67 0.08

What date is the trailing stop hit?

Total Sale Proceeds =
Profit/loss =
ROI =
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3a.

3b.

3c.

Trading Secrets Revealed Answers

If a trader has a float of $50,000 and is willing to risk 2% of their float,
what would be their maximum loss on any trade if they were to class
brokerage as a contribution to a loss assuming $20 brokerage to buy
and $20 to sell?

50,000 *.02 - 40 = $960

What is the formula used to calculate trade size?

Max Loss ($) / Stop Size ($)

A trader does their analysis and decides stock ZZZZ is a buy. After
calculating an ATR stop loss they come to a stop loss size of 25 cents. The
trader has a float of $30,000. How many shares in ZZZZ do they purchase
assuming a 2% risk?

30000*.02 =600 andthen 600/0.25 = 2400

The trader above buys the shares the next day at a price of $4.26 broker
who charges $30. How much does the total transaction cost?

2400 x 4.26 + 30 = $10,254

The shares in ZZZZ advance the next day, achieving a high of $4.42 and
close at $4.38. The trader is using a trailing stop loss with the value being
equal to the original stop loss. At what price should the trader position
their trailing stop?

442 -0.25 =$4.17

A trader has a $20,000 trading float. Calculate the trading float remaining
after six consecutive losses and the total loss after each trade.

TRADE 1: Loss $400, trading float decreased to $ 19,600.
TRADE 2: Loss $392, trading float decreased to $ 19,208.
TRADE 3: Loss $384, trading float decreased to $ 18,824.

TRADE 5: Loss $369, trading float decreased to $ 18,079.
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TRADE 6: Loss $362, trading float decreased to $ 17,717.

After six successive losses, the trader had a total loss of $2,283!

5. Calculate the trading parameters below using the following details:
Float $8,000
Price $1.05
Stop Loss Size $0.08
Brokerage $30
2% Risk = $160
Initial Stop-Loss = $0.97
Trade Size = 160/ 0.08 = 2000

Purchase Price = 2000%*1.05 +30 = $2130

6. A stock passes a trader’s entry conditions and he decides to buy XXXX at
open, on 05/02/02. They have a trading float of $50,000 and have 3 x ATR
initial stop set. Use the market quotes below to calculate your entry point,
exit point and the amount of profit/loss. Use the 3 x ATR method to
determine your trailing stop, calculated from each new high. The trader is
using end of day data and therefore sells on the open of the day after the
trailing stop is hit. The trader decides his stop is triggered if there’s a close
below the stop, not just an intra day breach.

Float = $50,000

2% Risk = 50,000 x .02 = $1000
Initial Stop-Loss = 3.70 - 0.08*3 = $3.46
Trade Size = 1000/ (0.08*3) = 4166.66
Brokerage = 30

Purchase Price = 4166 x 3.70 + 30 = $15,444.20

Calculate the remaining trailing stops and place them in the table.

Date Open High Low Close ATR  Trailing Stop

5/2/04 3.7 4.62 3.7 4.62 0.08 4.38
8/2/04 4.45 4.8 441 4.68 0.08 4.56
9/2/04  4.715 535 4715 5.28 0.08 5.11
10/2/04 5.5 5.5 4.55 4.56 0.08 5.26

11/2/704 4802  4.802 41 4173 0.08 Sell on Open
12/2/04 441 4.8 4.27 4.67 0.08

What date is the trailing stop hit? 10/02/04

Total Sale Proceeds = $4.802 * 4166 - 30 = $19,975.13
Profit/loss = 19,975.13 - 15,444.20 = $4,530.93
ROI = 4,530.93 / 15,444.20 = 29.34%
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