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1  PLANNING

LEAD STORY PRINT THIS PAGE

YOUR WAY TO TRADING

TRADING IS A BUSINESS
AND IN ORDER FOR A
BUSINESS TO SURVIVE IT
MUST HAVE A PLAN

Like many traders, Justine Pollard
started trading the markets with much
gusto. “I started out seeing dollar
signs flashing in front of my eyes,
expecting to make large profit. | was
attracted to short-term trading thinking
the faster and more often | traded the
more money | would make,” she said
as she reminisced her early trading

TRADING PLANS

Today, with more than eight years of A step-by-step guide to developing

experience trading for a living, Justine o business plan for trading the morkets
is sharing her trading journey in her

first book — Smart Trading Plans (John

Wiley Publishing Australia). | believe it
must be one of the few books to
outline the realities and practicalities
of being a trader and trading the
market full time when it talked about
the details of setting up a business
environment around your trading.

As Justine noted, many people who
started trading don’t have a business
or trading plan. This makes it hard for
those who don't have an exit plan or
who don't have a risk management
strategy that could help them ride the
markets during its ups and downs.

b Craating a trading system
» Selacting tha right trading tools
¥ Managing trade entries and exits

¢ Understanding risk and
MOnoy Man agoment

¢ Developing a profitable mindset
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2 PLANNING

LEAD STORY

While not belabouring the issue of a
business plan, Justine emphasized
the importance of having one, which
tells you something about the strong
focus of her book.

Drawing from her own trading
experience and successes, Justine
discussed how goal and objective
setting could be very helpful to every
trader. You really have to appreciate
the fact that everything she’s written is
drawn from her years of experience in
dealing with the markets. She doesn't
try to make trading look easy —
instead, she openly and honestly
admits that trading is tough. It takes
courage and discipline, especially
during the hard times, to ensure that
you stick to your trading plan.

After setting the foundation to start
your business of trading in the early
chapters, the book also discussed
some tools and market indicators to
help traders understand some of the
most common market movements.

The book also discussed the all
important topic of risk and money
management where Justin
emphasized the need for stop loss
levels and pre-determined levels of
capital you want to risk for each trade.

One of the most helpful and practical
sections of the book is the chapter on
system development. Again, as
generous as she is, Justine shared
samples of her own trading systems
(which she’s been using for years
now) to get you started. Of course,
these are only examples and you may
wish to revise or tailor-fit it to suit your
trading goals.

Justine says that she can give you all
the necessary tools and information
about the market and trading
strategies, but in the end whether you
become a successful trader or not will
depend on you alone. You will need
discipline and determination to
succeed and this book on getting your
smart trading plan together will set
you on the right path.

This book is not just about making
money — it is a blueprint for ongoing
wealth creation and a guide to help
you focus on your goals and overall
lifestyle plans.

In her book Justine also detailed her
performance at the CMC Markets first
CFD Trading Competition in 2007
where she finished with an 82 per
cent return on investment (ROI). She
used the same trading system
described in her book to trade the
competition.

This must be one of the most inspiring
and challenging books on trading and
understanding the markets. As
Justine said, trading is psychological
and I'm sure you will also come to a
better understanding and appreciation
of yourself once you've read this
book.

For those who want to get started in
trading but are not quite certain where
and how to start, this book will give
you all the basic and important
guidelines you will need to make the
best-possible start. For those of you
who have been trading the market for
a while but are still trying to figure it
out, this book can help you unlearn
some of the bad habits you've picked
up along the way. It will also come
handy in reviewing and re-evaluating
your trading plan and strategy.

PRINT THIS PAGE

Justine pollard

And to those who have been in the
market for so long that they think
there’s nothing else to learn, you
may be surprised at the wealth of
wisdom and knowledge you will find
in this book.

Wherever you are in your trading
journey, this book will definitely give
you a smart push to bring your
trading to a higher level.

Some action points from
Justine’s book:

» Decide on a trading structure
that suifs your requirements.

= \Write out a list of all the
trading tocls you want to
investigate.

= Decide on a trading style that
suits your lifestyle.

= Decide what markets and
trading instruments you plan to
trade to suit your trading style.
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DAVID LAND PRINT THIS PAGE

IS A KEY

One of the biggest problems every trader faces
is that of contradicting signals. When you start CHART OF MT GIBSOM: 1 YEAR PERIOD
to investigate this, the next question you have

to ask is: which signal takes priority over which.

Related to this issue is the question of what
influence you should take from differing time
frames. It is probably an issue relating primarily
to the time over which you most commonly
trade but also relates very much to the clarity of
the trading plan which you choose to utilise.

To be clear, if you are an intra-day trader then
you will be concerning yourself with intra-day
charts and if you are a daily trader then the
daily and weekly charts will be where you
spend most of your time. | Ee

The biggest issue, | suspect, is when traders
with a specific plan in mind start to spend too
much of their analysis time looking outside of

il o ange The ensur proer e ONE OF THE BIGGEST DISSERVICES... IS TO BE CONSTANTLY
o novan nerease nuncersendng e CHOPPING AND CHANGING THE METHODS YOU APPLY

position that you are looking at but a clouding of

your judgement. This situation becomes a lot )
more of an issue when it comes to positions

that are already open and you begin to change

your perspective on the hop.
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6  FX MARKET ARTICLE

BY OZFOREX

HOW THE

The foreign exchange market is not something that people typically give
too much thought to. However, it remains the largest market in the world
with the equivalent of an average 3.4 trillion Australian dollars* traded

every day.

You may, however, have given
some thought to the exchange rates
at which currencies trade.
Movements in the value of our
currency relative to those of other
countries impact our lives on a daily
basis.

In some respects, the impact is
subtle. Where it's not, it pays to
have at least some understanding of
how foreign exchange works. As the
saying goes, knowledge is power.

Currency prices are driven by many
factors including economic growth,
inflation and interest rates. At other
times, prices will reflect more basic
human instincts like greed and fear.
Why greed and fear? Again, like any
commodity that can be bought and
sold, people can make (and lose)
money by speculating on currency
price movements.

It's not our objective here to explore
the cause of shifting currency prices
in detail. Rather, it's important to
recognise that the rise and fall in the
price of currencies such as the
Australian dollar (AUD) could have
consequences for individuals that
we all too often don’t realise or think
about.

One of the great unknowns when
making a purchase in a foreign
currency is the true cost of the
transaction. Fluctuating exchange
rates can make a planned purchase
more expensive or cheaper than
initially thought.

Let’s consider the possible
implications of buying imported
goods.

Let’'s say you're in the market for a
new boat. You've shopped around
and the best priced boat is one that's
built in the United States, at a cost of
USD25,000. The table below shows
how someone buying that boat in
Australia is affected when the
AUD/USD exchange rate changes.

Based on our dollar buying USDO.85,
the cost to import your new boat is
AUD30,000.

If the Australian dollar rises to a point
where it buys USDO0.90, that same
boat now only costs AUD28,333 to
import (because one Australian dollar
is buying more of its US counterpart).
Conversely, a fall in the value of the
Australian dollar relative to its US
counterpart means the boat is now
more expensive to bring into the
country.
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FX MARKET
CAN AFFECT YOU

THE RISE AND FALL OF
CURRENCIES COULD HAVE
CONSEQUENCES THAT WE ALL
TOO OFTEN DON'T REALISE
OR THINK ABOUT

»

OZFC REX

FOREKGN EXCHANGE SERVICES
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7  FXMARKET ARTICLE

. BY OZFOREX
£25,500 0.80 $31.875
£25,500 0.85 $30,000
£25,500 0.90 $28,333

* SOURCE: DZFOREX

Many other factors can also influence
the end result such as taxes and
freight charges.

So, clearly, exchange rates have a
significant impact on our domestic
cost of living. They may also come
into play in our personal investment
decisions in a few ways. The most
obvious is whether we choose to
invest overseas, either directly or
using managed funds to do so.

Today we can invest almost anywhere
in the world. Australians can profit
from the performance of many
successful, international companies.
And investors as far apart as Bangkok
and Birmingham can invest in
successful Australian companies.

International investing doesn't just
give us exposure to bigger and better
companies. It also increases
diversification — expanding, literally,
the universe of stocks you have to
invest in.

If you do hold investments overseas —
which is a perfectly legitimate and in
many ways desirable strategy—

fluctuations in the value of currencies
will, in isolation, directly affect the
value of your investment.

A rising Australian dollar relative to the
country you've invested in can work
against you. That's because if you
want to cash in your investment and
bring the proceeds home, you'll buy
fewer Australian dollars than you
would have been able to prior to its
rise in value. The reverse is also true.
A fall in the dollar means you'll get
more of them if you repatriate an
overseas investment.

When you invest offshore using
managed funds you might be offered
some protection from the impact of
exchange rate fluctuations.

Some fund managers actively manage
their currency exposure through a
process known as hedging. Without
going into details of the mechanics,
the objective of hedging is to remove,
as much as is possible, the impact of
changes in exchange rates.

In a perfect world, investing with a
manager that fully hedges its
international exposures means you'll

PRINT THIS PAGE

always get a dollar back for every
dollar you invest overseas. While that
might sound attractive, there are many
factors and risks to consider when
deciding to invest in a managed fund
that has hedged or unhedged
international exposures.

The key factor to consider if you're
investing offshore is that even with
hedging (which is rarely 100%
effective) the performance of the
underlying portfolio can be enhanced —
or reduced — by currency movements.
When you buy shares in local
companies that have international
business exposures, you should be
aware of a couple of things.

Firstly, the proportion of revenue that
comes from offshore and is thus
exposed to exchange rate fluctuations.
Secondly, the currency risk
management policy of a company.
What, if anything, does that company
do to protect itself from currency risk,
for example, does it use any hedging
techniques. Generally the aim of such
a policy will be to stabilise cashflows
and reduce uncertainty from financial
forecasts.

As you can see, there are some very
real ways in which exchange rates and
changes in them can affect us.
Sometimes, there’s not a lot we can do
about it especially in terms of our day
to day spending patterns. Over time,
it's probably ‘swings and roundabouts’.

But if you're investing overseas, or
investing in companies with overseas
businesses, it's worthwhile doing some
homework — and getting some advice
— before you take the plunge
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PETER MATHERS

HAVE WE

PETER MATHERS

IT IS PEOPLE LIKE
US THAT MAKE THE
MARKET AND AS
OUR MONEY GOES
IN, SO DO WE

For some time now I've talked about the
Dow Jones and the 11,500 level being
the central pivot point for this market to
break from — either way — and this is still
the case. Even though the local and
global markets are basically bearish, I'm
looking for reasons that they will move

up.

At the moment, | think the questions in
everyone’s mind would be: Where is the
low for BHP Billiton, Rio Tinto, US spot
Gold, US Crude, base metals? What
about the Australian dollar and the
finance sector (local and global
markets)? And what will push our local
market up?

With the Australian cash market, what |
usually find is that when a market
pushes through a major level like 5000
and fails at the next MediumLevel 6500
(high 6800) what tends to happen is that
when it comes back down it goes to the
next MediumLevel below the major level
that would be 4000.

Peter Mathers is a trading consultant with over 20 years of trading experience. He
started his trading career with a Japanese futures company and worked in London
for several years before coming back to Australia.

Peter can be contacted at info@tradinglounge.com.au
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So this pattern is on my mind. Using the
Elliott Wave theory, this leg down would
only be the first of at least three legs in
the correction. It has to be noted that in
Elliott Wave the A wave can come in 3 or
5 waves. This means that other Elliott
analysts have this market counted as 3
waves down.

Another possibility is that it may be a part
of a larger unfolding A wave — and this
could be a problem. Normally when |
trade | observe the first leg down to see
what type of wave it is. This is because
with 12 types of corrections (in Elliott
Wave), if | can identify it as type 3 or
type 5 wave that will basically halve the
possibilities of what it is and make the
analysis a bit much easier.

>
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PETER MATHERS

The second possibility is that this
market will find support at 5000 and
then head back up as a wave B.
Wave B normally retraces 61.8% of
wave A. B waves are always in 3
waves knownasa5-3-5
structure, meaning a smallerab c
bear market rally.

Let me look at a few specific stocks
and sectors using the Elliott Wave
pattern for analysis. The ASX 200
Index (XJO) has many influences
locally and globally. BHP and RIO
can account for up to 50% of the
movement in the index. These
stocks are connected to base
metals, energy, and oil and this
needs to be taken into consideration.

| usually take the daily lead from the
closing price of BHP in the US
market for the morning landscape
report as this delivers an edge for
the day. If we look at RIO in the US,
it has just arrived at what | call
TradingLevel 3 (US $300), so this
offers a glimpse of support. It has
also moved down in 5 waves from
above TradingLevel5 (US$500) but it
has not settled there yet as support.
In our local market BHP is on its 5th
wave down — that is, 5 waves down
from TradingLevel 5 (A$50). It hasn'’t
quite found its lows as yet.

Let us look at other stocks and
commodities that are in the same
boat, such as US spot Gold. | have
counted the waves down in Wave C
for US spot Gold and | could think of
two possibilities. One is that it is an
extension in the 5th Wave or it could
be at the consolidation level at
TL8/800. If this is the case then it
could be the 4th wave and we have
one more wave down toward the 5th.
This would take this market down to
US$750. Once this is finished at
either of these price levels then I'm
looking for a move up in 5 waves to
above TradingLevel 1 (US$1000).

When it comes to the resources
sector, I'm essentially concerned
with base metals. Nickel and copper
are important to the Australian
market, so it is a good idea to track
the London Metals Exchange (LME)
warehouse supply levels as it gives
an indication of trading volume and
usually have an effect on our
domestic market at the start of the
trading day.

When | view our finance sector | also
look towards the US Banking sector.
Markets are so emotional. After all, it
is people like us that make them and
as our money goes in so do we, and
we simply go up and down
emotionally with them.

Peter Mathers is conducting a seminar on:

Kickstarting your CFD Trading in Adelaide on October 25.

To register or to get information for this seminar,

contact CMC Markets on: 1300 858 773
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Build your
trading
knowledge

with a CFD wealth strategy
education and Nokia 1680
valued at

ancial and a free Nokia 1680

LEARN

visit cmcmarkets.com.au
or call 1300 303 888
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IMPORTANT INFORMATION

ABOUT THIS PUBLICATION

CFD TradeReview contains
information of a general nature which
should not be considered to be a
recommendation to make a particular
trading decision or to invest in a
particular financial product. Further,
CFD TradeReview contains records
of interviews or other statements
made by third parties which do not
represent the views of CMC Markets
Education. You should therefore not
rely on anything in CFD TradeReview
in making a trading or investment
decision.

CFD TradeReview is intended for an
audience experienced in trading and
investing in financial products,
particularly contracts for difference
(CFDs). If you are not so
experienced, CFD TradeReview may
not be a suitable publication for you.
If you have any questions about CFD
TradeReview please contact us on
1300 552 414.

CFD TradeReview may contain
forward-looking statements in relation
to products and markets. These
statements are by their nature subject
to a variety of risks and uncertainties.
There is no assurance that any
forward-looking statement will prove
to be correct.

Past performance of a product or
market is not a reliable guide to future
performance.

CMC Markets Education is under no
obligation to notify you of any change
to opinions or other information
included in CFD TradeReview.

CFD TradeReview may contain
examples of trading strategies, which
are included solely for illustrative
purposes.They are not intended to be
a recommendation to adopt a
particular trading strategy or to make
a particular trading or investment
decision.

CFD TradeReview is issued by CMC
Markets Pty Ltd (ACN 100 058 106,
AFS Licence No. 279437) (CMC
Markets Education). Information
about our services, including our fees
and charges is contained in our
Financial Services Guide, which is
available by contacting us on 1300
552 414.

The information in CFD TradeReview
does not take into account your
objectives, financial situation or
needs. Therefore, you should
consider the information in light of
your objectives, financial situation or
needs before making any trading or
investment decision. CMC Markets
Education recommends that you seek
independent professional advice.

CFDs can be risky and are not
suitable for all investors. You should
consider whether or not CFDs are
suitable for you. CMC Markets CFDs
are issued by CMC Markets Asia
Pacific Pty Ltd (ACN 100 058 213,
AFS Licence No. 238054) (CMC
Markets). A Product Disclosure
Statement (PDS) for CMC Markets
CFDs is available by contacting CMC
Markets on 1300 303 888 and at the
website www.cmcmarkets.com.au. It
is important for you to consider the
PDS in deciding whether to acquire,
or to continue to hold, CMC Markets
CFDs.

CMC Markets Education and CMC
Markets are related bodies corporate.
CMC Markets is the issuer of CMC
Markets CFDs and therefore benefits
from trading in the CFDs. As the
issuer of CMC Markets CFDs, CMC
Markets is a market maker, not a
broker, and will accordingly always
act on its own behalf and for its own
benefit in transacting with you.
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