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Advanced Micro Devices, 137
Air Force pilot tests, 110
Anadarko Petroleum, 86
Andrews pitchfork, 123–125
Apex of triangles, tip on, 127–129
Applied Materials, ix
Arcadia Partners, 4
Area gaps, 93–94, 96
At the market, buying at, 10
Audience for series, xiii
Average, moving:

reviewing trades, 136–137
stops and, 47–48

Average true range test, 58
Averaging down:

money management, 28–30
reviewing trades, 147–148

Averaging up, reviewing trades, 147

Bandy, Howard, 25–28, 30–34
Bantuvanis, George, 1
Bass, Robert, 4
Bearish pattern, 118–119
Bearish tails, 99–101
Bear market:

busted patterns, 83
defi nition of, 116
divergence, 88–90
emotions and selling, 105
news as indicator, 105–106
position sizing, 13–15, 102, 144

stock downgrades, 103–104
stops, 60

Before the open, buying at, 10
Biotech stocks, 113, 121–122
Blue chip stocks, 116
Boeing, 53, 55, 79–80
Breakaway gaps, 94–95
Breakouts:

busted patterns, 81–83
partial rises and declines, 

106–107
pattern width, 108–109
volume preceding, 129–130

British pound, leverage, 35–36
Brokerage accounts, early 

retirement and, 2
Bullish chart patterns, 103
Bullish tails, 99–101
Bull market:

defi nition of, 116
divergence, 88–90
position sizing, 13–15, 102
stops, 60
2B pattern, 81

Busted patterns, 81–83
Buy-and-hold investing:

averaging down, 30
defi nition of, 7
early retirement and, 4
emotions and selling, 105
overview of book, x
overview of series, xii
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Buy-and-hold investing: (continued )
portfolio composition, 16–17
reviewing trades, 137, 144,  

147, 149
scaling in, 21, 24, 26–27
scaling out, 31–32
stops, 59–60
trading capital, 10
trading styles, ix

Buy-and-hold test, 57
Buyouts, stock prices and, 3–4
Buy stop order, description of, 11
Candles:

stops, 60
support and resistance, 70
tips for traders, 97–98

Capital, trading, 8–10
Carter-Wallace, 2
Chandelier stop:

overview of, 55
testing, 58–59

Chart patterns. See also specific 
aspects

overview of series, xii
reviewing trades, 140, 142–143, 

147
stops and, 47, 52, 60
tips for traders, 79–81, 81–83, 

103, 106–109, 118–119, 122–130
CH Energy Group, 147
Cisco Systems, ix
Closing of gaps, 94
Coldwater Creek, 137
Commodity prices, tracking, 121
Conditional order, description  

of, 12
Confirmation, tip on, 118–119
Congestion regions:

gap types, 94–96
straight-line runs, 73

Consolidation regions:
description of, 60

gap types, 93–95
horizontal, 71, 72
straight-line runs, 72–73

Constant position size, scaling in, 
22–23

Continuation gaps, 96
Core portfolio. See Portfolio 

composition
Corrective phase, use of term, 65
Cost of living, trading capital and, 8
Currency market, leverage, 35–36

Day order, description of, 11
Day trading:

averaging down, 30
definition of, 8
overview of book, x
overview of series, xii–xiii
portfolio composition, 17–18
price target tip, 119
reviewing trades, 136–137, 

144–145, 147, 149
scaling in, 24
scaling out, 31
stops, 44, 60
trading capital, 9–10
trading styles, ix–x
2B pattern, 81

DCA (dollar-cost-averaging),  
34–35

Dead-cat bounce:
definition of, 3
tips for traders, 96–97

Divergence:
money management, 21
tips for traders, 86–90

Diversification:
number of stocks, 15–16
portfolio composition, 16–18

Dollar-cost-averaging (DCA), 34–35
Double bottom, ugly, 102–103
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Double bottom pattern, 60
Dow Jones Industrial average, 100
Downgrades of stocks, tip on, 

103–104
Down-sloping trendlines, 48–49
Down trend, money management 

matrix, 20, 21
Drug approval process, 113, 

121–122
Dynascan, 2

Early entry, reviewing trades, 
139–140

Early exit, reviewing trades, 
140–142

Early retirement:
author’s experience, 1–4
chapter checklist, 4–5
what we learned, 153

Eastman Chemical, ix
Economic reports as indicator, 106
8 percent test, 57
Emotions, selling and, 105
Entry conditions, reviewing trades, 

142–144
Entry pattern, flat base, 92–93
Entry timing. See Timing
Errors in trading. See Reviewing 

trades
Essex Chemical, 2
Exchange traded funds (ETF):

money management, 9
reviewing trades, 137–138, 148

Exhaustion gaps, 96
Exit timing. See Timing

Failure swings:
money management, 21
tips for traders, 90–91

Falling windows, definition of, 70

FDA approval process, 113,  
121–122

Fibonacci extensions, 84–86
Fibonacci retraces:

overview of, 50–52
tips for traders, 83–84

Fischer, Robert and Jens, 50
5 percent test, 57
Fixed dollar amounts, scaling in,  

23–24
Fixed percentage trailing stops:

overview of, 53
testing, 57, 59

Flat base pattern, 92–93
Forms 10-K and 10-Q, reviewing, 

121
Frost, A. J., 127
Fundamental analysis:

early retirement and, 2–3
leverage, 35

Fundamentals, weak, tip on, 
120–121

Futures, tip on, 97

Gap (stock), 15
Gaps:

support and resistance, 64,  
70, 93

tips for traders, 93–96
Gencorp, 147–148
Good till canceled (GTC) order, 

description of, 11

Head-and-shoulders pattern:
bottom stops, 45–47
price testing, 80

Hold time:
money management, 18–19, 30
reviewing trades, 137
stop tests, 56
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Hold time loss, 42–43
Horizontal consolidation regions, 

71, 72
Hot Topic, 121
Hudson Highland Group, 11
Human Genome Sciences, 113
Hype, selling on, 121–122

Income, trading capital and, 8
Indicators:

divergence, 86–90
reviewing trades, 143–144
tips for traders, 105–106,  

116–117
Industry trending:

reviewing trades, 137–139
tips for traders, 120

Initial stops, reviewing trades,  
144–146

Intel, 113, 144
Intelligent Systems, 2
Intersil, 126
Inverted dead-cat bounce, 96–97

Jaenisch, Ron, 124
Jet Blue Airways, 92

K-1, Schedule, 148
Kaplan, Peter, 135
Kaufman, Perry, 53
Kelly, Bob, 2
Key Pharmaceuticals, 2
Knapp, Volker, 59

Lag, definition of, 48
Late entry, reviewing trades, 140
Late exits, reviewing trades, 

140–142

Leverage, money management, 
35–37

Limit order, description of, 10

MACD indicator, use of, 116–117
Mamis, Justin and Robert, 114
Market behavior, reviewing trades, 

136–137. See also Trending
Market bottom, tips for finding, 

102–122
Market conditions, position sizing 

by, 13–15
Market direction, tips for 

determining, 97–102
Market on close (MOC) order, 

description of, 11
Market order, description of, 10
Market trending. See Trending
MarketVolatility variable, in 

position sizing formula, 14, 15
Matrix for money management, 

19–21
Measured moves, support and 

resistance, 65–66
Mental stop:

overview of, 44–45
reviewing trades, 144–145
use of, 60

Michaels Stores, 3–4, 121
Minor high resistance, 66–67
Minor highs, tails at, 98–101
Minor high stop:

Fibonacci retraces, 52
overview of, 45–46

Minor high support, 68–69
Minor low resistance, 69–70
Minor lows, tails at, 98–101
Minor low stop:

Fibonacci retraces, 50–52
moving average, 48
overview of, 45–46
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testing, 57
trendlines, 49
use of, 60

Minor low support, 67–68
Mirrors:

price, 109–111
trendline, 111–112

MOC (market on close) order, 
description of, 11

Money management:
averaging down, 28–30
chapter checklist, 37–39
dollar-cost-averaging, 34–35
hold time, 18–19
introduction, 7–8
leverage, 35–37
matrix for, 19–21
number of stocks, 15–16
order types, 10–12
portfolio composition, 16–18
position sizing, 12–15
quiz, xi
scaling in, 21–28, 30
scaling out, 31–34
trading capital, 8–10
what we learned, 153–155

Mountains, price, 112–113
Moving average:

reviewing trades, 136–137
stops and, 47–48, 55
when to sell, 116–117

Mueller Industries Inc., 90

Nasdaq index:
futures, 97
money management, 10
reviewing trades, 138

Neckline breakout, 47, 50
News as indicator, 105–106
Nilsson, Peter, 19
Nuclear Pharmacy, 2

Number of stocks, money 
management, 15–16

Oil prices, tracking, 121
One cancels another (OCA), 12
One triggers another (OTA), 12
Optimum entry, definition of, 30
Option trading, leverage  

example, 36
Order types, 10–12
Out of season buying, 148–149
Overconfidence, 143–144
Overhead resistance. See Support 

and resistance
Overlapping periods, hold time, 18–19
Overview of book, x–xi, 153–162
Overview of series, x–xiii

Parents, selling decisions and, 114
Partial rises and declines, tip on, 

106–107
Pattern day trading, 9
Patterns, chart. See Chart patterns
Piercing support, tip on, 119–120
Pilot tests, 110
Pitchfork, Andrews, 123–125
Portfolio composition, overview of, 

16–18
Position sizing:

author’s experience, 12–13, 102
market conditions, 13–15
portfolio composition, 16–18
reviewing trades, 137, 144
scaling in, 21–28

Position trading:
averaging down, 30
definition of, 7
overview of book, x
overview of series, xii
portfolio composition, 17, 18
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Position trading: (continued )
reviewing trades, 144, 147, 149
scaling in, 21–24
scaling out, 31–34
stops, 60
trading capital, 10
trading styles, ix

PositionValue variable, in position  
sizing formula, 14

Powershares DB Agriculture, 148
PowerShares QQQs, 8–9
Prechter, Robert, 127
Price bar retrace, 101–102
Price drops, tip on, 109
Price jumps, tip on, 97–98
Price mirrors, 109–111
Price mountains, tip on, 112–113
Price targets, tip on, 119
Price testing, tip on, 79–81
Price to earnings ratios, 2
Price to sales ratios, 2
Proxies, trading decisions and,  

114, 122
Pullbacks:

reviewing trades, 139
tips for traders, 125, 126–127

Pure top stop exit, 59

Random picks, early retirement 
and, 2

Rating changes, tips for traders on, 
103–104

Raytheon, 2
Relative strength index (RSI), 21, 

86–90
Resistance. See Support and 

resistance
Retirement, early:

author’s experience, 1–4
chapter checklist, 4–5
what we learned, 153

Reviewing trades:
averaging, 147–148
chapter checklist, 151–152
entry conditions, 142–144
industry trending, 137–139
introduction, 135–136
market behavior, 136–137
out of season buying, 148–149
overconfidence, 143–144
position size, 144
quiz, xi
risk-reward ratio, 146–147
stops, 144–146
timing, 139–142
trading checklist, 149–151
what we learned, 161–162

Rising windows, definition of, 70
Risk:

averaging down, 28–29
reviewing trades, 140
scaling in, 24, 27–28, 30
stop tests, 56–59

Risk-reward ratio, 146–147
Rite Aid, 2
Round lot, definition of, 8
Round numbers:

stops and, 46, 60
support and resistance, 72

RSI (relative strength index), 21, 
86–90

Rules for trading, 117–118

SAR. See Support and resistance
Savings:

early retirement and, 1–2, 4
trading and, ix, x

Scaling in, 21–28, 30
Scaling out, 31–34
Schedule K-1, 148
Seasons, buying out of, 148–149
Selling, tips for, 114–122
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Sell stop order, description of, 11
Shallow divergence, 89–90
Shelves, description of, 60,  

115, 139
Sideways trend, money 

management matrix, 20, 21
Southwest Airlines, 97
S&P 500 index:

divergence, 88–89
dollar-cost-averaging, 34
emotions and selling, 105
futures, 97
hold time, 18
money management matrix, 20
position sizing, 12, 13–15
reviewing trades, 136–138
stock downgrades, 103–104
stops, 55

Sperandeo, Victor, 79–81
Stock downgrades, tip on,  

103–104
StockPrice variable, in position 

sizing formula, 14, 15
Stock trending. See Trending
StockVolatility variable, in position  

sizing formula, 14, 15
Stop loss order:

description of, 11
leverage, 37
limiting losses, 42
scaling out, 32, 34
tips for traders, 115

Stops:
chandelier, 55, 58–59
chapter checklist, 61–62
chart patterns, 47, 60
choosing, 42, 59–60
Fibonacci retrace, 50–52
fixed percentage trailing, 53,  

57, 59
hold time loss, 42–43
introduction, 41–42

mental, 44–45, 60, 144–145
minor highs or lows, 45–46,  

57, 60
moving average, 47–48, 55
quiz, xi
reviewing trades, 144–146
round numbers, 46, 60
scaling in, 26–27
scaling out, 34
testing, 55–59
tips for traders, 115
trendline, 48–50, 60
volatility, 42, 53–54, 58, 60, 144
what we learned, 155–156

Straight-line runs, 72–75
Support and resistance (SAR):

chapter checklist, 76–77
gaps, 64, 70, 93
horizontal consolidation  

regions, 71
introduction, 63
measured moves, 65–66
minor high resistance, 66–67
minor high support, 68–69
minor low resistance, 69–70
minor low support, 67–68
piercing support, 119–120
quiz, xi
reviewing trades, 137
round numbers, 72
straight-line runs, 72–75
summary, 75
tall candles, 70
types of, 64
what we learned, 156–157

Swing trading:
averaging down, 30
breakouts, 126–127
definition of, 7
overview of book, x
overview of series, xii
portfolio composition, 17, 18
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Swing trading: (continued )
price target tip, 119
reviewing trades, 136–137, 145, 

146, 147, 149
scaling in, 24
stops, 60
tails, 101
trading capital, 10
trading styles, ix, x
2B pattern, 81

Symmetrical triangles, tips on, 109, 
115, 127–130

Syncor International, 2

Tails, 98–101
Tall candles:

stops, 60
support and resistance, 70

Tall price bar retrace, 101–102
Tandy, 15, 135
Taxation, exchange traded  

funds, 148
Tech bubble, 113
Technical analysis:

early retirement and, 3
leverage, 35

Telephone system example, 135
10-K and 10-Q forms, reviewing, 

121
10 percent sell threshold, 116
10 percent test, 57
Testing:

averaging down, 28–30
divergence, 88–89
Fibonacci retraces, 52
overview of book, x
pilots, 110
prices, 79–81
scaling in, 25–28, 30
scaling out, 31–34
stops, 43, 52, 55–59

support and resistance, 66–70
tails, 99–100
triangle apex, 127–129

Three-point channels, drawing, 
122–123

Throwbacks:
reviewing trades, 139, 140
tips for traders, 125–126

Timing:
buying out of season, 148–149
of exit and entry, 79–81, 114–122, 

139–142, 145–146
hold time, 18–19

Tips for traders:
Andrews pitchfork, 123–125
blue chip stocks, 116
chapter checklist, 130–133
chart patterns, 81–83, 103, 

107–109
confirmation, 118–119
dead-cat bounce, 96–97
divergence, 86–90
emotions and selling, 105
exit timing, 79–81
failure swings, 90–91
Fibonacci extensions, 84–86
Fibonacci retraces, 83–84
flat base pattern, 92–93
futures, 97
gaps, 93–96
hype, 121–122
indicators, 116–117
industry weakness, 120
market bottom, finding,  

102–122
market direction, determining, 

97–102
mistakes, 115
news, bad and good, 105–106
overview of book, x
partial rises and declines, 

106–107
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piercing support, 119–120
price drops, 109
price jumps, 97–98
price mirrors, 109–111
price mountains, 112–113
price targets, 119
quiz, xi
rules, 117–118
selling tips, 105, 114–122
stock downgrades, 103–104
stops, 115
tails, 98–101
tall price bar retrace, 101–102
three-point channels, 122–123
throwbacks and pullbacks, 

125–127
trend change, 116
trendline mirrors, 111–112
triangle apex, 127–129
ugly double bottom, 102–103
unexpected moves, 115–116
visual tips, 122–130
volume preceding breakout, 

129–130
volume spikes, 105
weak fundamentals, 120–121
what we learned, 157–161
what would Tom do, 122

Top stop exit, 59
Trading, errors in. See Reviewing 

trades
Trading capital, 8–10
Trading styles, definitions of, 7–8. 

See also specific styles
Trailing stops:

fixed percentage, 53, 57, 59
testing, 26–27

Trending:
market bottom, finding,  

102–122
market direction, determining, 

97–102

money management matrix,  
19–21

price mirrors, 109–111
reviewing trades, 136–139
selling on trend change, 116

Trendline mirrors, 111–112
Trendlines:

description of, 48–49
partial rises and declines, 106–107
reviewing trades, 140
visual tips, 122–130

Trendline stops:
overview of, 49–50
use of, 60

Triangles:
apex of, 127–129
symmetrical, 109, 115, 127–130

Turnover, definition of, 8
2B pattern, 79–81

Ugly double bottom, 102–103
Unemployment reports as 

indicator, 106
Up-sloping trendlines, 48–49
Up trend, money management 

matrix, 19, 20–21
U.S. dollar, leverage, 35–36
Utility stocks, 17, 141

Vakkur, Mark, 15
Value investing, early retirement 

and, 2
Vince, Ralph, 25
Visual tips for traders, 122–130
Volatility-based position size, 24–25
Volatility stop:

overview of, 53–54
position sizing example, 15, 144
testing, 58
use of, 42, 60

bindex.indd   183 10/10/2012   8:54:51 PM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



184	 index

Volume preceding breakout, tip on, 
129–130

Volume spikes, tip on, 105

Weak fundamentals, tip on,  
120–121

Weakness, industry, tip on, 120
Weinstein, Stan, 48
Whipsaws, preventing, 55
Width of patterns, performance 

and, 107–109
Wilder relative strength index 

(RSI), 21
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