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After you have thoroughly mastered all of the lessomns, be sure you are right
before you meke a trade. MNever guess. Trede on scientific indicstions only.

WHAT YOU MUST KNOW BEFORE YOU START TRADING:

You tust know exactly how to apply all the rules; how to drew the geomstrical
anrles or moving-&¥erdge lines irom tops end Luitems; how to square Time with
Pricey how to brinr = t.e lmportunt 45° mnples or lines, wnich represant a ruvw-
ing average. You must know where to place a sten loss ordar and must look ur
wihat cycais the yeur is in, that is, determine iruu the Master Forecasting Unert
whether it is a bull or bear yenr, whether o Laain trend ghould be up or down.

Before you make s trade, either buying or selling, consider the position nf
eech individual stock on the monthly chart; next consider the weekly chart and
then the daily chart., If they all confirm an uptrend, it ig = olnch to buy, pro-
wided you have located the point st which to place a stop logs order. On the
other hand, if the ocyole ghows that it is a besr year and the wonthly, weekly and
deily charts show downtirend, then it is the time to go short, but egain you wmust
look for the most important point—where to place the stop loss order so that it
will not be more than 3 points ewey and closer if possible.,

WHAT TO LOOK UP BEFORE YOU MAKE A TRADE:

Following sre the most important points thet you must eonsider befores buying
or selling » stock:

1. Annua]l Forecast dotermines year of Timn Cyrln, whether bull or bear yoar, and
mein trend of the general murkot, up or duwn,

2, Cycle of individuel stock, whether up or down year.
3. Momthly position on aagles from tops and bottoms wid time perleds,

4. Weekly position on time periods from tops and bottoms and on angles from tops
and bottems, See if ¥t is squaring out Time from top or bottom,

5. Daily position on smgles from important tops end bottoms ond time perilcds,
See shether a stock 3s mear square of recemt top or bottom.

6. Resistance Levelz on price, See whether the stock ip near any half-way polnt
or other points of suppert or resistance,

7. look to ses if stock hes held for several days, weeks or months around =zamo
lovel and whother it ia about resdy to cross or break important angles from
tops or bottems,

8. Losk up volume of sales, See whether s stock has incroased or docrossed
volums over past few days or weeks,

9. Loek up spsss or price movemsnt, up or down, for past movements. Find out
what was the grestest sdvance or declino for past few woeks or months. For
sieple: 1f & stock has rencted 5 points soveral timos and at the timo you
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look it up, you find it is 3 points dosm from the lest top emd the trend is up
on menthly, weekly and daily with the price near e support angle, you could
buy with & stop loss order 2 to 3 points away; then if tho stock breke bock

ovor & peints, the previcus resctiom limit, it would show a change in trend
and you ghould bo out of it.

10. Remembor, the most important factor to dopend on to dotermine the pesitiom
of & stock is Goeomotricnal Angles, Be sure tu bring up tho wigles fpros "g"
from recent tops and bottoms,

11, Never overleock the fact that you must have & definlte indication before mek-
ing a tradas.

12. Most importeant of all—Always locate the point at whieh to place a stop loss
order to limit risk.

FHACTICE TEADING ON PAFER:

After you feel sure that you have mastered all the rules and know exactly
how to determine the trend of a stock and the plece to begin trading, then to
make yourself doubly sure end esteblish confidence, practice trading on paper
until you thoroughly understand hew ¢ use the rules and when to use them., Irf
you make mistakes trading oo paper, then you would make mistakez at that time
in ectuel treding and you aro not reoedy to bogin troding. When you feel that
you are competent to start treding, epply all of the rules and trade only on
definite indications. If you are not sure of the trend or the buylng end sell-
ing price end not sure where to plece & stop loss order, them wait umtil you got
6 definite indication. You can elways meke money by walting for opportunities,
There s no use getting in pertly on guesswork end losing.

WHEN TO CLOSE A TRADE:

After you start asctuel treding, when you .make o trede, dontt close it or
take profits until you have a definite indicatiom sccording te the rules that it
is time to sell oubt or buy in or to move up the stop less erder end walt wntil
it is eceught. The way %o make a success is te follow the trend always snd not
get out or close & trade until the trend changes.

WHEN TO WAIT AND WOT TRADE:

It iz just os imrortant to know when not to entor the markst ms it is to
lnow wnen to enter 1t. The Lime mot to wake a trade iz when you find & sceck
hes bean holding in & nnrrow troding ronpe for somn £ime, any, & S—point or o
J-point range, but has not broken under bottoms previously made or crossed tong
nreviosusly mede. A stock may stay for weeks or morths or evem years in a treding
range ond will net indicete any big move or change in trend umtil it crosses a
previcus top or bresks a previous bottom. If a stock is inective io this posibie
it is no time teo start treding in it,

fnother time not to make & trade is when m stock has narrowad down betwoen
two important eneles--has not broken under one or crossed the other. Wait until
it mets out inm the clear and pives s definite indicalion tefare wou trade.

After n prolorged decline steocks nenrly alweys narrow down and held in a2
trading renge for som- time. Thon you should wait unmtil the engles from the
hattom ara brokem or the sngles from the tep ere crossed end the stock breaks ov-
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zr an old top before you make s trade. In other words, at all times brade whon
you have e definite, well-ialined trend.

CAFITAL REQUIRED FOR TRADING

Before you do eny trading, you must Ymow the amount of capital required to
meke o success trading and the exact smount thet you must risk on eny one trede
in order to always have capital lelt to trade with,

You can begin trading in 10 shares, 100 sharee, 1000 shares or any other

amount, but the main point is to divide your capital properly and to distributae
thes risks egually to protect your capital,

Whatever amcunt of capital you uee to trade with, follow this rule:
Divide your capital into 10 egqual parts and never risk mere than 10% of vyour
capital on any one trade., Should you lose three consecutive times, then reduce

your treding uwnit end only risk 10% of your remesining capital. If you follow
this rule, your success is aure.

As a genaral rule, I have always considered it advissble to use at least
43,000 capitel for every 100 shares of stock traded in end to limit risks te
3 peints or less on every trade., In this way wyou will be able to make 10 trades
oo your capital and the market would have to beat you 10 ecomsecutive times to
wipe out your eapital, which 1t will not do. You should try %o make trades at a

price where it will only be necessary to use one to two-—polnt stop loss orders,
which will cut dewn the risk.

If you went to start trading in smell units of stock, use & capital of §300
for each 10 shares and never risk more than 3 peints on the initial tredoe. Try

to make the first trode, if possible, where your stop loss order will not be more
then one or two polnts,

ALWAYS FOLLOW RULES: Decide this important point before you start treding.
If you do not intend to follow the rules strictly, do not begin trading. Wevoer
allow prursswork or the humen alement to enter inko wyour trading., Stlok to the
“apital” rule end under no condition risk more then one-tenth of your capital
on eny one trade, Folleow the mothemtical rules and you will make & suscess.

PYRAMIDING

You should only pyromid or increase your troding in ective marlobs whers
wolume is mbove normal. The position on angles and velume of activity will show
you when to pyremid. You should never begin pyremiding umtil a stock has gotten
into & stroug positicn em engles or inte a week position on engles, or until it
hes broken out of a treding range by crossing old tops or breaking old Loitoms.

HOW TO PYHAMID-

If you are trading in 100 shares, after you have made your first trede with
a risk limited to 3 points or 0% of your capital, then de not pyremid, or buy
or sell & second lot, mbil the moarket has woved st least 5 points in your fuaver;

then when you buy or sell & second lot, use a stop loss corder oot more than 3
pointa eway on both tredas,

Example: We will assume that after buylng the second leot, the trend re-
verses and the stop loss orders on both trades are caught 3 points eway from
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whara you bought the last lot, This will give you & loss of 3 reints on the laszt
trade and & prelfit of £ peints on the firszt trade, or & net leoss of enly ons
point. On the othor hend, if the market continues to move in your fevor, your

profits will be twice as much eafber buying the sscond lot,

Whe the market has moved § points mere in your favor, you buy a third lot,
moving up the step loss orders on the first and second lots end placing o stop

on the entire lot of threo trades not more them 3 points sway and closer, if
possible,

Continuwe to pyremid as lomg as the merkst wmoves 5 points in your faver, al-
ways following up with stop loss orders. When a stock selling betweon 5 and 75
a share hos moved 15 to 25 peints in your favor, you should begin to woteh for &

chenge in trend and be careful about buying or solling encthor lot om which you
mey have to take & leoss.

THE FUM OR PYRAMIDING MOVE-

The big monev in pyramiding is made in the run between accurmulation and dig—
tritutien, that is, after a stock vassas out ¢1 une zome of ascumulaticn, Pyre-
mids should be started siter double or trirnle tons are crossed and the stoclk
clears the zone of accumulstien. Then, when you get into this run. buv avery

§ points up, protecting with & stop loss order oot more than 5 points sway from
the last trade,

Reversa this rule in & declining market: After double or trinle bettoms
are broken ond the steoek elrars the zone of distravution, sell every & polnts

down, protecting with stop loss orders not more thren 3 points abowe the last
trade,

FAST MARKETS AND WIDE FLUCTUATIONS -

Wheo stocks are very sctive end moving wery fost, solling sbove $100, them
you will find it best te meke trades 7 to 10 points apart. The mngles end price
Resistpnes Points as wall as old tops and bottems will determine points to place
stop legs orders with safety.

In fest-moving markets, like the panic of October and Hovember, 192%, when
you pyramid on active stocks end hove vory large profits, you should follow dowm,
with o stop less order abeut 10 peints pway from the market. Then, ofter a sc-
vare decline reduce stop loss orders, plucing them about 5 points above tho low
lovel. When a market is moving ss Test ms this, you shovld net wait for the
stock to got into o strong position on ongles. Heverse this rule in on adwoancing
markat.

SAFEST PYRAMIDING RULE-:

Ome of the zafest rules to use for pyremiding when stocks aro selling nt rx.
tremaly high levels or extromely low lovels is to start with 100 shares end when
the morket moves 5 points in your faver, buy ancther 50 shares; then when it move
& points more, buy or soll 30 sharos; then on the next S-point move in your fover
buy or sell 20 shores, ond continue to follow tho market up or down with this
emount until there is o chonge in the mein trend,

WHEN WOT T0O PYRAMID:

Sefety is the first consideration in starting or continuing & pyramiding
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campalgn in & stock., Mistakes are mede by buying or selling a second lot too
pear the accumuletion or the distribution peint. After o big meve up or down,
you must always wait for a definite chenge in trend before storting e pyramid,

Never buy & second let for o pyramid when a stock is mear a double top or
s6ll & second lot when a stock is near o double bottom,

A gtock often holds sevaeral days or wesks in o renge of 10 to 12 points,
moving up end down, not crossing the highest top or breaking the lost bettom made.
As long os it remains in this range, you should mot pyromid, When 1t gets out
of this ronge, crossing tho highest top or breaking the lowest bottom, thon Lt
will indicate a bigrer move and you should start to pyromid.

Always check and deuble check, follow all the rules, study the majer and mino:
time oycles for forecasting, the ongles from tops and bottoms, the Resistance
Points of Prico bobtwoen tops ond bettoms, If youw ignore ono importent peimt, it
may get you wrong. Remember, tho wholo esn mever excood all of its parts, ond
01l of tho parts make up the whole. If you loave out one of tho poarts or one of
the rules, you do mot hove & completo trend imdicontor.

Hovember, 1935



