
Special Note: I think this is the most powerful report I have ever 
written. It covers many trading principles and tactics that are used by 
successful stock traders all around the world. However, I believe only 
about 5 to 10% of traders are successful and actually using this 
information. I would strongly suggest you print out this report and 
read it more than once. 
 
What you are about to read is more valuable to you than what you will 
find in many trading courses that you’d have to pay for. This is a 
HUGE report. Take your time to read it all. 
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On February 12, 2006, veteran trader Bill Poulos conducted a massive 
online survey of over 20,000 stock traders and asked them, “If you 
could sit down and have lunch with me, what are the top two questions 
you would ask me about stock swing trading?” Now, after a week of 
collecting responses, Bill answers the top questions with his 30+ 
years of trading wisdom. 
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Disclaimer: Stock, forex, Futures, and options trading is not appropriate for 
everyone. There is a substantial risk of loss associated with trading these 
markets. Losses can and will occur. No system or methodology has ever been 
developed that can guarantee profits or ensure freedom from losses. No 
representation or implication is being made that using the information in this 
special report will generate profits or ensure freedom from losses. 
 
Free Distribution Rights: As long as this report remains 
unchanged and in Adobe Reader (PDF) format, you have my 
permission to give away copies of it for free. 
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Why I Conducted This Survey 
 
Dear Trader, 
 
I’ve been getting e-mails from readers for the better part of 5 years. 
They come from all over the world, and they come at a steady clip, 
hour after hour. After having read literally thousands of e-mails from 
traders, I realized that many traders are just missing some key trading 
concepts that could be saving them a ton of frustration and time, and 
could potentially make them part of the exclusive club of less than 
10% of traders that are successfully trading the markets. 
 
Now, I’ve already been teaching most of these key trading concepts in 
my trading courses. However, I realized that not everyone has my 
courses and not everyone has been to my websites. Furthermore, I 
realized that there are some very, very basic core trading concepts 
that I’ve been taking for granted over the years. And because I’ve 
been trading for so long, it’s easy to assume that other traders know 
certain things. 
 

Here Are the Survey Questions 
 
So while I’ll continue to answer my readers’ questions via e-mail, I 
knew that other traders could benefit in a BIG way from the answers 
I’ve been sending out day after day after day. Furthermore, I’ve been 
putting the finishing touches on my new swing trading course, and I 
wanted to make sure I didn’t miss anything that my students wanted 
to know about stock swing trading before I sent the course off to the 
printers. That’s why, on February 12, 2006, with the help of my 
computer-prodigy son, Greg, I conducted an online survey. 
 
In this survey, I asked two simple questions: 
 

1. If you could sit down and have lunch with me, what are the top 
two questions you would ask me about stock swing trading? 
 

2. What do you primarily trade? (Stock, Forex, Futures, Options, 
Other). 
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That’s it! I sent this survey out to my readers and honestly, I was only 
expecting a few dozen responses. But something interesting 
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happened. The survey spread like wildfire and ended up going out to 
over 20,000 traders around the world in just a few days. 
 

I Discovered Something Amazing About 
the Questions Readers Asked Me 

 
As you can imagine, I got way more than a few dozen responses to the 
survey! I was totally overwhelmed at first because I didn’t know how I 
could find the time to sort through all the questions people asked me. 
Thankfully, Greg wrote a quick computer program to help me organize 
all the questions into categories, which made it much easier for me to 
answer them. 
 
But before I even answered the first question, I discovered something 
amazing: Most of the questions were indeed from traders who were 
struggling just to get by in the markets. They asked me questions 
about what I considered to be very basic “truths” about trading. They 
were earnestly looking for my help.  
 
And then I got excited. 
 
Why? Because I knew I had the answers to their questions, and I knew 
that I could probably help them out. Furthermore, my intention from 
the beginning was to answer all their top questions FOR FREE. But I 
didn’t want to stop there. I also decided to not only reply to the people 
who asked the questions, but to distribute the answers far and wide. 
 
That’s why you have my permission to send a copy of this special 
report to your family members, your friends, and anyone else you 
think could benefit from this information. I will eventually sell this 
report because I believe the information is that good, but for now it’s 
yours as my gift. 
 
I truly believe that if all traders clearly understood and acted on the 
information contained in this special report, there would be many more 
successful traders in the world. 
 
So that’s the quick story about the survey. Now let’s get right into the 
nitty gritty and clear up these questions once and for all about stock 
swing trading. 
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What the heck is swing trading, anyway? 
 
Swing trading is a commonly used term to describe any method of 
trading whose trade duration lasts from a few days to a few weeks 
using daily charts.  Position trading, on the other hand, is any method 
of trading whose trade duration lasts from weeks to months.  The next 
category would be investing, which is typically viewed as being in a 
position for months to years.   
 
Swing trading gets it name from putting on trades that attempt to 
capture swing moves typical of a bull market from a swing low (when 
the market corrects down after a sustained rally and then begins to go 
up once again) to a new swing high which would mark the end of the 
new rally.  Or in a bear market, where the market makes a swing high 
(when the market rallies up after a sustained move down and then 
begins to go down once again) to a new swing low which would mark 
the end of the new leg down. 
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Figure 1 – Swing Trading Examples 
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There are many methods available that can be classified as swing 
trading methods.  Some are good and some are not.   
 
I believe that swing trading with the right method is the best 
way to trade in the stock market for a few reasons. 
 

1. I believe that the trader has the opportunity to achieve the 
greatest gain for the time invested, meaning that only end of 
day data is considered in making trading decisions and 
consequently it is not necessary to sit in front of a 
computer all day long during market hours. 
 

2. With swing trading you have the opportunity to use your account 
dollars more efficiently.  For example, if it were possible to gain 
10% in one trade lasting for 3 weeks, and then redeploying 
those same funds in the next trade opportunity, wouldn’t that be 
better than tying up those same funds for a 1 year trade that 
yielded 10%? 
 

3. I believe you can use much tighter stops than is possible for 
methods aimed at longer trade durations. 

 

How do you quickly and easily find good stocks to 
swing trade from the over 8,000 available? 

 
With the fine charting software that is now available, scanning the 
over 8,000 stocks for the select few that you want to focus on for the 
next day’s trading has become a relatively easy thing to do. 
 
Besides good charting software, I believe the key to easily and quickly 
finding the right stocks to trade depends on the effectiveness of the 
method you use in your trading.  If you have an effective method that 
is straightforward, uses only a few indicators, and is easy to apply to 
the markets, that same method will be able to be used to develop the 
search criteria to be utilized by the stock scanning feature of your 
charting software.  And on the contrary, if the method is too complex 
and difficult to apply to the markets, it will also act as a hindrance to 
the stock scanning process. 
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The basic idea is to develop search criteria that mimics the setup 
conditions of the trading method being used.  In that way a list of 
stock candidates is generated that generally meet the setup 
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conditions.  From that list, visual inspection of each stock’s chart is 
required to assure the setup conditions are in place and then to 
formulate a trading plan for the next day following the entry rules of 
the method being used. 
 

 
Figure 2 – Stock Search Example with Advanced GET 

 
I believe all stock search criteria should include a filter for 
volume and price.  Where volume should be at least 1 million shares 
a day and price from $10 to $200.  High volume is desirable to insure 
liquidity in the market and also higher volume stocks tend to be 
optionable for you option traders.  Lower priced stocks are usually not 
worth trading, because they are low for a reason and most of the time 
they stay low, only a few ever breakout to higher levels. 
 

What is the best way to predict the market direction? 
 
This is a great question, because there are countless analysts in the 
media, at the brokerage firms, as well as newsletter writers all trying 
various ways and methods to predict the next move in the broader 
market indexes, such as the Dow Industrials, S&P 500, and NASDAQ.  
And the truth is, they simply are not able to predict these market 
moves with any accuracy.  Remember the dot-com bubble? 
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So where does that leave you as a swing trader?  Well, I believe it is 
best to have a good method of trading individual stocks (or options) 
that identifies high probability trading opportunities irrespective and 
independent of the supposed outlook for these major market indexes.  
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Rather then try to predict the general market direction, I believe a 
good trading method will help you get positioned in individual stocks 
that have a good likelihood of moving in the desired direction that will, 
in turn, be supported by the general market indexes.  In other words, 
I believe it is easier to analyze individual stocks for good trades than it 
is to analyze the general market indexes.  But just because it may be 
easier, doesn’t mean you have to be (or can be) right all of the time. 
Of course, that’s why you should use good money management 
principles and stops. 
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Figure 3 – Market Direction Example 

 
Another reason you don’t need to be a great forecaster of the general 
markets’ direction is that in a general bull market, most of your 
individual stock trading setups will be for long trades. Likewise, in a 
general bear market, most will be for short trades. So, in either case 
you will tend to be in line with the general trend if you are following a 
good method properly.  And in a mixed or sideways-trading general 
market, your method should have you trading both long positions for 
strong stocks and short positions for weak stocks. 
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What are the best indicators, chart patterns and 
methods used for swing trading? 

 
At last count there were well over 100+ indicators and many chart 
patterns, as well as many swing trading methods.  Some swing trading 
methods are good, but many are not.  Here are just a few of the more 
popular indicators, from chartfilter.com. As you can see, there are a lot 
of them! 
 

Overlays / Bands / Moving Averages 

Overlay section gives overviews of technical analysis systems that are applied onto the price chart. 
Typically overlays are predominately trend based indicators and use the movement of price and time as 
their primary indicators. 

Andrews Pitchfork The lines formed by Andrews' Pitchfork can help predict channels of 
support and resistance in a trending market. 

Bollinger Bands Provide several useful signals, including confirmation of trend and an 
indication of volatility. 

Fibonacci arcs & retracements Fibonacci Arcs & Retracements help anticipate support and resistance 
levels along with price targets.  

Keltner Channel Based on the Average True Range and is sensitive to volatility. It may 
be used in place of standard deviation (Bollinger) bands or percentage 
envelopes.  

Moving Averages Provide a set of very useful indicators for tracking trends and trend 
reversals. 

Parabolic SAR Useful tool for catching new trends early, offering excellent buy and sell 
signals 

Price Channel The Price Channel or Donchian's Four Week Rule is a simple and 
effective trend following, channel breakout system. 

Speed Resistance Line Speed Resistance, or Speedlines, are a combination of percentage 
retracements and trend lines that change with the trend. 

TD ARCS Developed and trade marked by Tom DeMark, TD Arcs combine a 
percentage retracement with the time period. 
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Indicators/Oscillators 

As markets, securities, and commodities flucuates, prices tend to over compensate, either by moving too 
high or too low. Oscillators are derived from these price movements. They are particularily handy in 
determining trading ranges or trend reversals. Indicators and oscillators are charted in a separate window 
typically displayed below the price chart.  

Advance-Decline Line Market breadth indicator, providing a very good measure of overall 
market strength. 
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Accumulative Swing Index 
(ASI) 

Is a swing or wave system used to capitalize on breakout patterns. ASI 
is commonly used to confirm trendline breakouts on price charts. 

Arms Index (TRIN) Short term breadth indicator showing whether volume is flowing into 
advancing or declining issues. 

Average True Range Volatility indicator 

BETA  Beta is a risk measure comparing the volatility of a stock's price 
movement to the general market. 

Commodity Channel Index CCI is an oscillator that provides an indication of overbought or oversold 
markets. 

Demand Index  Incorporates price and volume to give a ratio of buying pressure to 
selling pressure. 

ADX Directional Movement 
Index 

Indicates when a trend is present and the overall strength of a market. 

Mass Index Range oscillator that uses changes in daily trading price and provides 
unique market reversal forecasts that other indicators may miss. 

MACD MACD is a trend following momentum indicator used to signal trend 
changes and to indicate trend direction. Signals are generated by 
crossovers and divergence from price. 

MACD Histogram The MACD Histogram is useful for anticipating changes in trend. 

McClellan Oscillator A short to mid-term leading indicator, based on a market Index (NYSE, 
etc), showing overbought and oversold markets and providing a 
valuable timing tool. 

McClellan Summation Index A short to mid-term leading indicator, based on a market Index (NYSE, 
etc), showing overbought and oversold markets and providing a 
valuable timing tool. 

Money Flow Index  A divergence between the Money Flow Index and price trend can warn 
of a possible trend reversal. 

Momentum Momentum measures the speed of price change and provides a leading 
indicator of changes in trend. 

On Balance Volume Can be used to either confirm the current price trend or warn of a 
possible reversal.  

Price and Volume trend (PVT) is a cumulative total of volume adjusted according to relative 
changes in closing prices. It is similar to On Balance Volume (OBV). 

Range Expansion Index (REI) An arithmetically calculated market-timing oscillator designed to 
overcome problems with exponentially calculated oscillators. 

Rate of Change Momentum indicator that measures velocity and also leads the price 
action. 

Relative Strength Index (RSI) can provide an early warning of an opportunity to buy or sell. 

Standard Deviation A statistical concept, provides a reliable measure of volatility. 

Stochastic Oscillator Can help determine when a market is overbought or oversold. 
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Swing Index Momentum indicator is used primarily as a component of the 
Accumulative Swing Index. 

TRIX - Triple Exponential 
Smoothing Oscillator 

As a momentum indicator, this oscillator is based on smoothed moving 
averages and their momentum to avoid insignificant daily price 
movements and to aid timing. 

Ultimate Oscillator Sensitive to buying and selling pressure and offers reliable signals. 

Upside/Downside Measures of Upside/Downside separate the volumes for rising markets 
from those in falling markets. Since volume is independent of price, it 
makes a valuable tool for measuring the quality of a price trend. 

Volume The number of shares or contracts traded during a given time frame. 
The time frame is usually one day, but can also be a week. 

Volume Accumulation Oscillator 
(Chaikin Oscillator)  

Volume analysis is important for identifying internal strengths and 
weaknesses in a market. Very often, a divergence between volume and 
price movements can offer clues to an impending reversal. 

William's Accumulation-
Distribution 

Tracks the buying pressure and selling pressure. 

William's % R Williams %R has proven very useful for anticipating market reversals. 

 
 
I believe utilizing a few, simple indicators and patterns in an 
uncommon way can be the basis for a very powerful, even great 
trading method. 
 
The tendency of amateurs is to over-complicate things. They 
want to use (or misuse, really) too many indicators and patterns, and 
think that to be successful, there must be a bunch of complexity that 
is required in a good trading method.  Nothing could be further from 
the truth.  Simple is better, by far, for several reasons. 
 

1. Using too many or the wrong indicators is counterproductive, as 
the information that those indicators provide is counterintuitive 
and just plain misleading. 
 

2. Using a few simple indicators in a uniquely powerful way can 
provide the right information necessary to make good trading 
decisions.  
 

3. With the right indicators and patterns, you will be far more likely 
to trade with discipline because you will be able to understand 
an objective set of rules that the right indicators and patterns 
can provide. 
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Let me comment on a phenomenan that I see time and time again. 
Hopefully, you will not fall victim to this. Here it is: A trader will 
research a new trading method and ultimately buy it. They quickly flip 
ahead to what they consider to be “the meat” of the method, and 
totally ignore the more-important aspects of risk management, 
discipline, and psychology. Then they examine the method, looking for 
a big, mysterious, jaw-dropping “secret” that will let them predict each 
and every market move like a modern-day Nostradamus. They look for 
a complicated formula, or they look for some cryptic combination of 
indicators that must be good, because they just look so complicated! 
Wow! 
 
Often, if the trader happily finds this mess of complexity, they’ll burn 
themselves out trying to apply it. They’ll become frustrated when the 
method doesn’t work. Or, they’ll blame themselves for not being smart 
enough to understand or apply the method. Then they’ll put the 
method on the shelf, only to occasionally glance at it in wonder from 
time to time. Wondering why they couldn’t get what they still assume 
to be a great method to work for them.  
 
But here’s what also happens sometimes. In the example above, after 
the trader discovers that “the meat” of the method is very simple, 
easy to understand, and only uses a few common indicators, they 
become perplexed. Some even become disappointed. After all, in their 
mind, they expected some labyrinthine skeleton key that would unlock 
the mysteries of the markets once and for all. These traders will 
sometimes instantly give up the method and send it back – just 
because it’s not “complicated” enough. 
 
What?! That’s just crazy. But I have to admit, I went through a period 
in my younger days when I thought a bit like that. Time and 
experience have finally taught me, and much to my relief, that 
complicated is usually not good, and simple is almost always better. If 
those traders that are still cursed with that “complexity mindset” 
would just try a “simple” trading method, they would be doing 
themselves a HUGE favor (not to mention, potentially, their trading 
accounts). This goes for both true beginners as well as traders who 
think of themselves as “experts”. 
 
Again, the key here is simple. Use just a few indicators, applied in 
a manner that is not the usual textbook approach.  That is what 
can give you an edge trading the markets. 
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What are the best timeframes for trading stocks? 
 
In theory, there is no one best timeframe in which to trade.  You have 
your choice. You can trade on an end-of-day basis, like most people do 
using daily charts.  You can even trade weekly charts for longer term 
position trading.  You can go the other way and day trade - 60 minute, 
30 minute, all the way down to 5 minute charts.  The key is to pick a 
timeframe that is suitable for your own personal trading goals. 
 
Having said that, in my opinion, the goal of trading should be to make 
as much money as possible within strictly defined risk parameters with 
as little time as possible required by me to analyze and trade the 
markets.  In my opinion, that would rule out day trading for a few key 
reasons. 
   

1. It has been well-documented that if a trader has not been 
successful trading daily charts, it is highly unlikely that that 
same trader will be successful day trading.  The fast pace of day 
trading, requiring instantaneous analysis and decision making in 
a market environment offering limited moves within the 
timeframe being traded is so demanding that very few traders 
can hold emotions at bay and trade in a disciplined fashion. 
 

2. I believe there is far more profit potential swing trading daily 
charts.   
 

3. Day trading requires several hours per day staring intently at a 
computer, always on a razor’s edge, ready to act immediately 
whenever conditions dictate. In contrast, swing trading end of 
day daily charts can be done with 30 minutes of analysis each 
night after the markets close in the quiet of your home. You 
place orders for the next day, allowing you to go about your 
business the next day whether it is work, a family commitment, 
or a round of golf.   

 
I just simply find that swing trading offers far more freedom and use 
of my time than day trading. And I also believe that it gives me a 
much higher probability of success. 
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What strategy do you use to find entry points? 
 
The general approach that I use is to develop specific setup conditions 
that, when present in the market, indicate that I should be on alert for 
the possibility of entering into a new position.  So the first thing is to 
identify the conditions that occur relatively infrequently in the 
market, but that when they do, a high probability opportunity 
awaits.   
 
This is a very important concept, because one of the keys to successful 
trading is to wait patiently for the prime opportunity to enter the 
market.  Amateurs too often become impatient and want to trade for 
the sake of trading and consequently enter the market under other 
than ideal conditions. This greatly reduces the chance of a successful 
trade. 
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Figure 4 – Entry Point Example 
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Amateur traders that do this are, in effect, trying to force the market 
to come to them on their terms. Guess what? The market doesn’t care! 
It’s going to do what it is going to do and there is nothing the trader 
can do about it except for one thing.  And that is to wait for the 
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market to develop according to predefined setup conditions and only 
when that happens is it appropriate to consider a trade.  In that way, 
the trader is not forcing, but waiting for the market to come to them, 
which is a world of difference. 
 
Another key concept to find entry points that is common to most types 
of swing trading is to attempt to buy into support levels and sell into 
resistance levels.  The success or failure of this attempt lies in the 
robustness of the setup conditions defined in the trading method. 
 
Once the setup conditions are in place, specific entry rules need to be 
followed to “trigger” the actual trade. For example, you follow a stock 
scanning process and identify a stock that meets the setup conditions 
for a long trade. Now, depending on the trading method, the entry 
order could be a Stop order that says, “Only buy if the market trades 
above a certain level” which confirms the resumption of the uptrend. 
Or, it could be a Limit order which says, “Buy only if the market trades 
down to a support level”, defined by a moving average or Fibonacci 
level. 
 
There is no one right way to do this. However, the precise entry 
trigger point has to be integral to the other features of the 
overall trading method, including planned risk in the trade.  The 
entry point rules of the method, by necessity, will determine the stop 
loss point and consequently planned risk in the trade.  The two go 
hand in hand. 
 

How do you determine the initial stop loss, trailing 
stops, and exit points? 

 
Besides money/risk management, I believe this is one of the most 
important questions regarding a good trading method.  It should go 
without saying that as soon as you enter the market with a new 
position, an initial stop order should be entered to protect the position 
against an adverse move in the market.  If such a move occurs, as is 
often the case, you want your position liquidated and out of the 
market with a minimal loss.   
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The consequences of failing to do this are that you will not be 
successful at trading, period.  In fact, every trade you put on, you 
should plan to lose, so that you are sure to place your stop loss 
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order.  Otherwise, what would have been a small loss turns into a big 
loss, throwing the entire risk/reward ratio out of kilter against you.   
 
That being said, where should the stop be placed?  The short answer 
is, “Where you don’t expect the market to go”; or, more specifically, 
where the assumption in putting on the trade is no longer valid.  For 
example, if a long position was entered into above a swing low 
signifying support in an up trending market, an initial stop could be 
entered below the swing low because if the market does go there, 
support (as defined by that swing low) would have failed, and there is 
no longer any reason to be long the market – so get out!  Don’t wait 
around for it to come back in your favor because the odds are against 
it.   
 
If the market goes in your favor once the initial stop is in place, then 
you need a set of rules that will allow you to exit the market profitably.  
This poses a real dilemma.  If you exit too soon, you will secure a 
small profit, but miss out on all those big moves that occur (and the 
big profits that go with them).  On the other hand, if you wait too long 
to exit, the market may reverse and take away all of your open profits 
and even put you into a loss position.   
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Figure 5 – Initial Stop, Trailing Stops, & Profit Target Example 
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So what do you do?  Well, the first thing is to realize that there is no 
method that can forecast whether or not a particular move will: 
 

 Go against you immediately 
 Go up only a little before going back down 
 Go up a lot in your favor 

 
For example, after you enter a long trade in an uptrend, there’s 
absolutely no way to predict what will happen next (contrary to what 
the so-called “gurus” tell you). Because of this, you absolutely need an 
exit strategy that is effective for all outcomes. 
 

The Free Trade Exit Strategy 
 
The following is the very best exit strategy that I believe possible for 
swing traders.  I call it the “Free Trade” strategy.   It is a strategy that 
scales out of a trade in three steps.  This strategy is first and foremost 
about reducing the risk in the trade.   
 

1. Step one is to move the stop to breakeven as soon as possible.  
The way I do this is to cover 1/3 of my position at a specific 
profit target and then move the stop on the remaining 2/3 of the 
position to breakeven.  The profit target is modest, but enough 
to make the trade worthwhile and the specific level is also 
dependent on the overall method being used.  Once that initial 
profit target is hit and the stop moved to breakeven for the 
remaining 2/3 of the position, we virtually have a “Free Trade”.  
We are out with a quick profit, we still have 2/3 of our position 
on for the potential for much more profit and we have reduced 
the planned risk in the trade down to zero – a “Free Trade”.  I 
really like the way that sounds.  This reduces risk in the trade as 
soon as possible and now I am positioned to ride the market in 
my favor if it chooses to do so. 
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2. The remaining position is then protected by two levels of trailing 
stops.  For the second 1/3 of the position, I use a trailing stop 
that is fairly tight, below a recent low or other close-in support 
point that most of the time when it is hit will result in a profit 
level greater than the first 1/3 of the position. This strategy 
gives the market a chance for a quick run up generating profits 
that we want to protect with a fairly tight trailing stop. 
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3. The last 1/3 of the position is protected by a trailing stop that 
gives the market more room to fluctuate without being shaken 
out of the trade before the trend reverses.  This stop is therefore 
set at progressively higher support levels that, when eventually 
violated on the down side, will trigger the stop and exit that last 
1/3 often times at a profit greater than second 1/3 of the 
position. 

 
With this strategy, you are prepared to take advantage of the market 
after entering a trade no matter what it does. 
 

How much money should be allocated to each trade 
and what size account is required to swing trade? 

 
This is the most important question of all.  Without following 
sound money management principles, there is no chance of success in 
trading the markets.  It has often been said that a trader with a great 
trading method but following poor or nonexistent money management 
practices will end up a loser.  But a trader with a mediocre trading 
method with good money management practices could end up a 
winner.  Amateurs tend to risk far too much money per trade, while 
professionals and seasoned traders error on the side of conservatism 
and risk as little as possible on each trade. 
 
There has been much written on this subject, much of it involving 
statistical formulas (such as optimal-f) that indicate the appropriate 
amount to risk per trade for maximum profit potential. The problem, 
however, is that unless you have a degree in statistics, you will not be 
able to follow this model simply because you will not understand it.  
This is not a good way to protect your account, in my opinion. 
 

I have only one rule when it comes to money management 
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I have found that in order to muster the discipline to always follow 
sound money management rules, they need to be effective and easy 
to understand.  And so I have only one rule when it comes to money 
management.  Never risk more than 2% of your account size on 
any one trade.  That means if you have a $20,000 account do not 
plan to lose more than $400 on the next trade.  For example, if your 
long entry point was at $40 and your initial stop was at $38, you 
would have $2/share of risk in the trade.  Dividing the $2 into $400 
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(400 / 2) would give you a maximum of 200 shares for that particular 
trade.  You can also then determine the account size you would 
require to trade certain sized positions by doing this math in reverse. 
 
This money management rule is easy to follow and it is effective.  It 
will protect your account from far worse damage otherwise.  Using the 
example above, if you had three losing trades in a row your account 
could be down to $18,820.  If you had risked 10% per trade, your 
account could be down to $14,580.  That’s quite a difference.  Now ask 
yourself if you could maintain your discipline and take the next trade 
when your account just lost over $5,000 or 25% of its starting value in 
just three trades.  The answer for most traders is no.  So never put 
yourself in that position. It’s not necessary and it is certainly not 
prudent. 
 

What charting software is required 
for swing trading? 

 
Any good charting software should be sufficient for swing trading.  
Thankfully, there is good, affordable charting software available today 
that meets all of the swing traders’ needs, including the appropriate 
indicators as well as the ability to scan the over 8,000 stocks available 
for trading with very selective criteria. 
 
A word of caution, however.  Often times, amateurs will already be 
using charting software that is provided by their broker or is available 
for free on the internet.   This software is usually inadequate as it does 
not have the necessary functionality to meet the swing traders’ needs.   
 
The big mistake that many of these traders make is that they will 
constrain their trading method by this limited charting software.  This 
is probably the worst way to try to save money as the usual 
experience is that such a trader will suffer poor performance in the 
market as a result of depending on this limited software.  This is 
completely unnecessary given the very inexpensive good software that 
is available today that does meet the needs of the swing trader.  So 
the message here is don’t fall into this trap. 
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The bottom line is this. If you can’t afford to pay for a low-cost (but 
good) charting software program, you may not be in a position, 
financial or otherwise, to be a trader. “Low-cost” is a relative term, but 
if you’re truly serious about trading, spending a few hundred dollars 
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for software and a few dozen dollars per month for good data should 
not cause you any heartache. If it does, you might not be ready to be 
a trader. 
 
The good news is that there are some amazing, low-cost charting 
programs available right now. In fact, one that I recommend quite 
often is actually FREE (at the time of this publication), with a very 
moderate monthly fee for good data. It’s called TeleChart2005 (or 
“TC2005”). You can download a free copy of it today at 
www.profitsrun.com/tc2005.  
 

How can I find a method that works almost all of 
time with minimal or no losses?  How can I avoid 

losses? 
 
I call this the “Holy Grail Syndrome” and, of course, the Holy Grail of 
trading simply does not exist.  I never used to believe this and was 
forever looking for or trying to develop the method or system that 
would always win with no losses, or certainly never two losing trades 
in a row.  I wasted years of my life with this false impression about 
what it would take to trade successfully.  Don’t fall into the same trap. 
While the holy grail of trading does 
not exist, nor will it ever; 
thankfully, it is not necessary in 
order to be successful. 
 
What is necessary is a trading method 
that gives you an edge in the market, 
the discipline to trade it and of course 
sound money management.  That 
sounds simple, and in some respects it 
is, until you factor us humans into the 
equation.  Consider these questions.   
 

1. Do you have an edge is in trading the markets?  What is it? If 
you don’t know, then you do not have an edge.   
 

2. And how about discipline - can you really follow your trading 
method without fail, especially after two successive losing 
trades? What about three?  Or will you drop the method and 
search for something else? When that happens the “Holy Grail 

Copyright © 2006 Profits Run, Inc.  Page 20 of 33 

http://www.profitsrun.com/tc2005


Stock Swing Trading Special Report – February 26, 2006 

Syndrome” is at work. 
 

3. Then there is money management.  Are you allocating the 
appropriate level of funds and controlling the degree of risk on 
each trade?    

 
The reason most traders lose is that they cannot answer yes to 
all three questions listed above.  And I believe that the key to 
mustering the discipline needed to be a winner is to have a method 
that does indeed provide a winning edge, that is relatively simple to 
apply, and that uses sound money management practices.  Only then, 
in my opinion, can one muster the required discipline to trade 
effectively. 
 
So do yourself a favor and abandon the search for the Holy Grail. 
Instead, find a good trading method that fits with your personality, 
apply sound money management practices, and trade it with 
discipline. 
 

What about trading discipline?  Is it hard to face 
losses even with a good method? 

 
The quick answer is that without discipline you will end up a net loser.  
There is no getting around this.  But the good news is that if you are 
able to muster the necessary discipline to be successful, you will have 
a big edge over the many, many traders who do not have that 
discipline. 
 
Trading with discipline is certainly easy to understand intellectually, 
but difficult to do emotionally.  There has been much written on this 
subject.  In my own experience I have found that in order for me to be 
disciplined in my trading, I need to use a good trading method that I 
have confidence in, I need to follow sound money management 
principles, and I need to be mentally alert and focused when I am 
analyzing the markets and making trading decisions in line with the 
method that I am using.  If any one of those three elements is 
missing, I will not be disciplined, it’s that simple.  And I suspect you 
are the same way. 
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So even with three losing trades in a row (which can and will happen, 
even with the very best method), by using sound money management 
practices and having confidence in my method, I will be able to handle 
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those small losses. This is because I know that over a series of trades, 
I have a high probability of being successful, but only if I stick to my 
method. 
 

Can I use options with swing trading? 
 
The answer is unequivocally, yes, with one major condition.  The 
condition is that you have been properly educated and trained on 
trading with options.  Options present the opportunity for greatly 
increased leverage, but also increased risk if you do not use them 
properly.  On the other hand, if used properly, options (vs. positions 
in the underlying security such as a stock) can actually reduce 
the risk in a trade while at the same time maintain the leverage 
on the upside.  
 
There are many things to know about options.  There are the basic 
mechanics on how options work and then there are the various risk 
factors inherent in options.  Those risk factors are measured by what 
is referred to as “the greeks.”  The greeks include delta, gamma, 
theta, and vega; each measuring a different aspect of risk.  You need 
to understand each of these risk factors before trading options as well 
as the risk curve for each option strategy that you use.  Having said 
that, here are a few basics and one strategy (of the many available) 
that I believe is a simple, but effective use of options.   
 
A call option is the right to buy the underlying security at a specified 
price (called the strike price) by a specified time (the expiration date).   
If the underlying security is trading below the strike price, the call 
option is said to be out-of-the money.  If the underlying security is 
trading above the strike price, the call option is said to be in-the-
money.  And if the underlying security is trading at the strike price, 
the call or put option is said to be at-the-money.  A put option on the 
other hand, is the right to sell the underlying security at a specified 
price by a specified time. 
 
The price of an option has two components, intrinsic value and 
extrinsic or time value. One of the key attributes of an option to 
understand is volatility and its impact on the option price.  The higher 
the implied volatility, the higher the extrinsic value will be and the 
higher will be the option price.  
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For example, if the stock for a Nov 75 call option was trading at $80 in 
September, the option could be priced at $10.40, that would be $5 of 
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intrinsic value ($80 stock price - $75 option strike price) and $5.40 of 
extrinsic or time value.  As expiration date approaches, the time value 
will “decay” down to zero at expiration.  So when you own options with 
extrinsic value, you are fighting time. 
 
Here’s a graph of the risk curve for the Nov 75 call option to further 
illustrate this point, compliments of Value Line.  The vertical axis is the 
profit & loss of the option position (if the option was bought for $10.40 
on 9/10/01) versus the horizontal axis which is the stock price.  There 
are three curves plotted.  The blue curve shows the impact on profit & 
loss at different stock prices as of 9/10/01.  The pink curve shows the 
same thing but as of 10/14/01 and is lower than the blue curve due to 
time decay.  And finally the brown curve also shows the same thing 
but at option expiration on 11/17/01 and is lower still as time decay 
has now driven the extrinsic value down to zero. 
 

 
 

Copyright © 2006 Profits Run, Inc.  Page 23 of 33 

 



Stock Swing Trading Special Report – February 26, 2006 

A simple swing trading options strategy 
 
Now here’s a simple strategy to use when swing trading.  Instead of 
buying the stock, buy a 2 strike in-the-money call option with at least 
90 days until expiration.  Most of the price of this option will be made 
up of intrinsic value and therefore move 80 to 90 cents for every dollar 
the stock price moves.  In so doing, you will have minimized the effect 
of time decay and own an option that will mimic the movement of the 
stock with much less capital tied up.   
 
There is one caveat: the option must have an open interest of greater 
than 1,000 to assure liquidity, allowing easy entry and exit with a 
decent fill.  And for swing trading, this is what you want; an easy way 
to buy the option and an easy way to sell the option when the trade 
has concluded. 
 
The foregoing example is for illustrative purposes only and does not 
constitute a thorough education on options.  But I wanted to give an 
example of one strategy that you can employ after receiving the 
proper education.  I believe options can be very rewarding with the 
proper education or an absolute disaster without it. 
 

Gradual Improvement to Trading Success 
 
As you know, there’s a TON of trading information online (and offline, 
for that matter). So where do you begin? Well, trading is very personal 
business and I’ve always maintained that you need to trade with a 
method that fits your emotions, trading style, and personal lifestyle. 
 
Some traders whine and complain about spending money to learn how 
to trade. Or they moan about having to subscribe to a monthly 
datafeed survey for good trading data. I just don’t get it! Trading is 
a serious business. In the broader picture, I believe spending money 
on trading education or on charting software is an absolute necessity 
for quickly reaching your trading goals. Sure, you can go to the library 
or read every free article you can find online. I don’t know about you, 
but I’ve never had that much free time. I look at it this way. You’re 
going to spend the money one way or another learning how to trade; 
either in losing trades over time, or upfront in good trading education. 
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Let me be clear. This report is not a trading method. It’s merely a 
collection of questions and answers. Yes, I believe it contains some 
very good information that can be used with any trading method on 
the market, whether it’s your own or someone else’s. But this 
information is only one piece of the larger trading puzzle. 
 
Personally, if I can learn just one new insight or one new nugget of 
information when I’m evaluating a new trading method, then whatever 
time or money I invested in it was totally worth it to me. As you 
become a more experienced trader, you’ll see some of the same 
concepts covered again and again in various trading methods and 
courses. But that’s OK! Remember what I said about simplicity. You 
don’t need an overly-complex method to be successful. If you learn 
just one new technique, or if you see a familiar concept rephrased in a 
way that creates new clarity for you, then your time and investment in 
that method should have been well worth it. This is making gradual 
improvements to your trading success over time, and it’s something I 
believe all traders should strive for. 
 

Survey Summary 
 
I really enjoyed conducting this survey on stock swing trading, and I 
would like to personally thank everyone who took the time out of their 
busy schedules to send me their top questions. I hope you learned at 
least one new thing about trading by reading this report. Or, I hope at 
least I validated some of the “truths” that you already know to be true. 
 
In the future, I’ll probably do some more surveys on various aspects of 
trading. I discovered that it’s a great way to quickly find out what my 
readers and students are looking for, and I’m happy to provide as 
much information as I can to guide them in what I believe to be the 
right direction. 
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Incidentally, of the traders that took the survey, 41% of them said 
they primarily traded stocks, 20% traded forex, 19% options, 13% 
futures, and 7% “other”. While this report is focused mainly on stocks, 
it should be helpful regardless of what you like to trade. 
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“Quantum Swing Trader” Release Date: 
Tuesday, March 14, 2006 

 

 
Figure 6 – Quantum Swing Trader 

 
Finally! My long-awaited “Quantum Swing Trader” home study course 
is almost ready for its official release on Tuesday, March 14, 2006. 
This breakthrough course all about stock swing trading will be released 
at 9am EST on that Tuesday. 
 
I am extremely proud of this product. It’s essentially the 
culmination of everything I’ve learned about teaching students how to 
trade the markets over the past 5 years. In this course, I spend equal 
amounts of time teaching stock trading basics, the unique “Quantum 
Swing Trader” method, and even show you more advanced options 
trading techniques. 
 

Why Is It Called “Quantum Swing Trader”? 
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Let me just say one thing upfront: I LOVE TRADING. I have plenty of 
methods that I’m happy with, and I’d be happy if I just traded those 
methods for the rest of my life. But I just get a kick out designing new 
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methods and creating new ways to trade the markets, so I’m always 
tinkering away in my “trading lab”. 
 
One day last year while experimenting with a new approach, I 
discovered a way to harness what I like to call the “DNA” of the 
stock market by leveraging those price points where the market 
becomes highly predictable.  I found that these price points are 
inherent in the behavior of any stock price chart and help to identify 
the “signature” of each stock.  With this information, you can get 
positioned for the potential moves that can occur at these points 
without having to know the direction or magnitude of the move. 
 
This is a BIG DEAL! If that last paragraph didn’t make sense, please 
go back and read it again. What this means is that with “Quantum 
Swing Trader”, I found a way to identify when a stock is either going 
to make a move UP or DOWN. And no matter which way it goes, I 
created specific trading rules that let you take advantage of those 
moves and ride them for a potential big profit. A key component of 
this profit-taking is using the “Free Trade” strategy I talked about 
earlier in this report, which I break down step by step in the course, so 
there’s absolutely no confusion as to how to execute it properly. 
 
You’ve probably heard of quantum physics before, which, in a nutshell, 
is about potentialities from which a single outcome is observed.  
Likewise, “Quantum Swing Trader” is about identifying points in the 
market where the market has the potential to jump one way or the 
other, up or down, but not stay the same. This is very powerful 
(incredible, even) information to have in order to take advantage of 
the next market move, no matter the outcome. 
 

I Had To Be Locked Up In the Recording 
Studio for Nearly a Week 

 
This course is so huge I didn’t think I would ever get it done. My son, 
Greg, finally had to lock me in the recording studio for nearly a week 
straight so I could record 7 CD-ROMs worth of step-by-step content. 
And it was a crazy week. When I was finished, I was exhausted, and 
then I took my wife to see the singing group “Il Divo” for Valentine’s 
Day in Chicago. But before I left, it was MY turn to lock Greg in the 
studio where he labored away for 4 days straight putting together the 
CD-ROM Tutorials. 
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This truly is a “step-by-step” course, not like other courses claim to 
be. I give you a 10-page Quick Start Guide that teaches you the 
fastest way to learn how to quickly and effortlessly learn and trade the 
“Quantum Swing Trader” method. Each CD-ROM Tutorial is a “video 
screen capture” that shows you exactly what’s on my computer 
screen, and lets you hear my voice as I hold your hand from entry to 
exit, over and over again, until the “Quantum Swing Trader” method 
becomes crystal clear and fused into your brain. 
 
And I’ll go out on a limb right here and right now…I believe 
this course is far and away the best and most extensive stock 
trading course ever created. I know that’s a gutsy claim to make, 
but here are the facts. I’ve spent more money than I can remember 
(thousands and thousands of dollars) on trading systems and methods 
over the past 30+ years, so I believe I’ve seen nearly everything on 
the market. Based on what I’ve seen, I can’t think of any other course 
that compares to “Quantum Swing Trader”. 
 
Many traders are going to be totally blown away when they learn the 
contents of this course. And not only that, the stock trading education 
market is about to get turned on its ear. This course is going to raise 
the bar so high that I personally think other sub-standard courses will 
need to be completely overhauled and re-done if they hope to compete 
with the quality, content, and effectiveness of “Quantum Swing 
Trader”. I’ve invested a lot of my own money in making sure this 
course is absolutely the highest quality on the market. 
 

How Quantum Swing Trader is 
Different from My Other Courses 

 
If you’ve been learning about trading online, you may be familiar with 
my other trading courses that have been successfully helping traders 
from around the world succeed in the markets for over a year. 
 
A common question I receive is, “How is this course different than your 
other courses?” The other one is, “If I already have your other 
courses, do I need this one?” These are fair questions. 
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Here’s the answer: This course is different from my other courses in 
that it’s specifically designed to be used solely with daily stock trading 
(my other courses were designed to be traded with various markets 
and various time frames). Further, it is my most in-depth and all-
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encompassing course to date. It also has over 4 times the content of 
my other courses, including a dedicated portion just for beginners. 
 
And do you need it if you have my other courses? It really depends on 
you, because all my courses address a different kind of trading need. 
If you’re only trading forex, for example, then “Quantum Swing 
Trader” may not be for you (even though you’ll still learn a ton of valid 
and pertinent trading information). However, if you trade daily stocks, 
and are not 100% happy with your current method (if you even have a 
method), then you should seriously consider “Quantum Swing Trader”. 
 
Even if you consider yourself an expert and you aren’t 100% satisfied 
with your current trading routine, or are just looking for a fresh 
approach to trading stocks, then I believe you’ll still find massive value 
in “Quantum Swing Trader”.  
 
Anyone that knows me knows that I am all about seeking the truth 
and discovering trading tactics that WORK. I just don’t care about the 
opinions or ideas of other so-called “gurus”. I only care about results. 
And this is the exact reason I created my “Quantum Swing Trader” 
course. So I can teach hard-working traders (like you) more of the 
tactics that I have worked so hard to discover over the past 30+ years 
that can actually potentially improve their trading results and bottom 
line. Period. 
 
“Quantum Swing Trader” contains seven (7) CD-ROMs of hands-on, 
step-by-step “video screen capture” tutorials that will let you discover 
the exact strategies and tactics that will help you find those spots in 
the stock market where it’s either going to jump UP or DOWN. And I 
teach you how to potentially profit no matter which way the market 
moves. It also includes several “blueprints” that provide an easy, “at-
a-glance” summary of the entire method. 
 
But it doesn’t end there. I also invested a lot of my own money in 
purchasing resale rights from another highly-respected trading 
educator for his best-selling Trading for Beginners eBook. Because I 
think this information is so critical, I also paid to have this 100 page 
eBook professionally re-formatted and printed out so you can have a 
hard copy to reference whenever you need it. 
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As I’m writing this, there are even more surprises that I’m going to 
include in the course, but I don’t want to mention them yet until 
they’re finalized. Let me just say that some of the “big name” trading 
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educators have donated some amazing products that I’ll be giving 
away with “Quantum Swing Trader”. 
 

Brand New Video Now Online For You to Watch 
 
I just put up a brand new, never-before-seen video that you can watch 
online right now. It’s 5 minutes and 4 seconds long and it’s taken 
directly from the “Quantum Swing Trader” course. It reveals what I 
believe to be one of the most critical aspects of trading – how to 
properly use stops to get what I call a “free trade”. 
 
Go to this web page right now to watch this brand new video: 
 

www.quantumswingtrader.com/freetrade   
 
On the web page that contains this new video, you’ll notice a form that 
asks for your name and e-mail address. 
 
I’m using this form to build a “Priority Notification List” for the release 
of “Quantum Swing Trader”. Don’t worry, you don’t need to submit 
your name to watch the video. However, if you have any interest in 
securing a copy of “Quantum Swing Trader”, I urge you to just go to 
the page and submit the form RIGHT NOW. 
 
Why? For 2 specific reasons- 
 

1. I am limiting the release of “Quantum Swing Trader” to only 950 
copies because I want to make sure that I am able to support 
the “Quantum Swing Trader” students. I don’t believe it’s fair to 
sell 5,000 copies of this course when I know in my heart that 
there’s no way I could support that many students right now. 
 

2. I am also limiting the initial launch to only 7 days. After 7 days, I 
will remove the order page, even if I have not sold all 950 
copies. Why? Because I don’t want to worry about shipping out 
more copies of “Quantum Swing Trader” every day. I don’t want 
to spend time answering ordering questions. I would rather put 
my energy into making sure all my students that acted and 
purchased their own copy of the course during the first week 
understand the materials and have all of their questions 
answered in a timely manner. 
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So it’s either 950 copies or 7 days - whichever comes first. If I have 
copies of “Quantum Swing Trader” left over after the first 7 days, I will 
not sell these until I am certain that the first batch of students is 
successfully getting the support they need and things are running 
smoothly and flawlessly.  
 
If you don’t get your copy during the first 7 days, I can’t guarantee 
when “Quantum Swing Trader” will be available again. It may be 4 
weeks, it may be 4 months… it could be a year. All I know is that if 
you don’t reserve your copy during the first 7 days, you WILL have to 
wait to get your copy, and maybe a long time. This is not a marketing 
gimmick. Here is exactly what you’ll see on the order page after the 
first 7 days are up: 
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So if you have ANY interest in picking up your own copy of “Quantum 
Swing Trader” when it’s released, you really need to join the “Priority 
Notification List”. The traders on this list (based on first-come, first-
served) will have their courses shipped first. 
 
I will even e-mail the Priority Notification List a special order link that 
will be activated ONE FULL HOUR before the official launch time 
of 9am EST on Tuesday, March 14. One hour might not seem like a lot 
to you, but I’ve seen other courses sell out very quickly in the past, so 
one hour may be that extra time you need to guarantee you receive 
your own copy of “Quantum Swing Trader”. 
 
Now for some pricing information. 
 
The initial price for “Quantum Swing Trader” is $997. I will also have a 
3-payment plan option because that’s a request I get a lot for my 
other courses. 
 
You might think that’s expensive for a trading course. Well, IT IS. 
 
There are many reasons for that price. Ignoring the fact that my cost 
of producing the course is over 3 times what my other courses cost 
me, and ignoring the countless hours I spent developing and producing 
the course… I believe that “Quantum Swing Trader” really is that good, 
and actually worth WAY MORE than $997. In fact, many of my 
students repeatedly tell me I should NOT be selling my courses at their 
current prices because they don’t want other traders learning my 
strategies and tactics. 
 
Of course, the only way to know if “Quantum Swing Trader” is right for 
you is to try it out. Will it fit your personality and trading style? I 
honestly don’t know, but I do know that chances are it will. Why do I 
say this? Because my students tell me again and again, day after day, 
how much they benefit from my courses, my teaching style, and my 
persistent and constant follow-up after they become a student. Here 
are just a few of their kind words. 
 

“Your printed and recorded instruction material is easy 
to understand and gives clear examples. I have had more 
success understanding and applying your principles than 
any other course or book I've ever purchased.” 

–Jean Anderson 
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“I thoroughly enjoyed your Super Divergence Blueprint 
course and would recommend it highly to anyone wanting 
to learn better trading techniques.  Also, when I 
reported a cracked CD in my delivery, your quick remedy 
of this situation was very professional and courteous.  
A personalized e-mail response certainly exceeded my 
customer support expectations, and with such a great 
product to boot, I can't help but be absolutely 
delighted.  Thank you!”  

–Anna Penney, Snohomish, WA 
 
“Bill, I have been trading on too many parameters and 
have been confused. Buy thanks to your e-mails, trading 
has become much easier and profitable. Thanks & 
regards.”  

-Arun Mewawalla, India 
 
“Money management and trading discipline were my biggest 
failures until I came across your easy to digest 
information. I sincerely appreciate your excellent 
teaching courses that have enabled me to begin 
profiting.”  

-Dave Harding, Anchorage, Alaska 
 
I’m so convinced that you’ll benefit from my new course, I’m going to 
have a money-back guarantee on the order page when it’s released to 
the public on Tuesday, March 14, 2006. 
 
Well, that’s it for this Stock Swing Trading Special Report. Don’t forget 
to watch the free video that teaches my “Free Trade” strategy. And 
don’t forget to join the Priority Notification List. Here’s the web page 
again: 
 

www.quantumswingtrader.com/freetrade   
 
 
Good Trading, 

 
 
 
 
 

P.S. You can track the progress of the launch and make comments on 
the information in this report by visiting the “Quantum Swing Trader” 
blog at www.quantumswingtrader.com/blog
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