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PREFACE
BUCKLE UP

This book is about practical trend trading.

But wait. Before you decide to attempt trend trading, or
continue trend trading, you will first need to do a little
‘speed’ review and ‘speed’ self-analysis to determine
whether you're suitable for it. It would really be pointless
continuing with this book if deep down you weren't suited
to trading with the trend. Hence this little ‘heads up’ before
you start.

Now, if after your speed review you decide trend trading is
not for you then no worries. Well done on being truthful to
yourself, your risk capital and your family.

If you do decide you're up for it, and if you persist, then
well done—you will be rewarded. However, the key word is
‘persist’. Although simple, trading is not easy, particularly
trend trading. You will need to learn to endure its
unpleasantries. It won't be a smooth ride without its
bumps. But if you persist and are sensible, you will be
rewarded. So why not buckle up and let me give you a little
speed introduction to the world of professional trend
trading.

THE FIRST AND MOST IMPORTANT
FACT ABOUT TREND TRADING

Let me start with the unpleasantries. Trend trading is
undeniably miserable. Yep, I said it. Miserable. Miserable
with a capital ‘M’.



It's a miserable existence where you can expect to suffer
67% losses on all your trades. You'll be spending more time
losing then winning. A lot more time losing. If you're still
with me then you'll need to be aware of the following:

 You won't be trading to make immediate profit. No.

 You won't be trading to prove your market analysis
correct. No.

 You won't be trading for the action, or thrill of being in
the market. Don't be stupid.

e You'll only be trading in what you believe is the general
direction of the market's trend, which quite often will
be wrong. Get used to it.

e You'll only be trading for the opportunity to earn
expectancy, not profit. That's right.

« Expectancy comes from both your winning and losing
trades. Yes, it does.

« Expectancy can only accrue over a long period of time
covering many losses and a few wins. Did I say it was
miserable?

Know and accept this and you'll be prepared.

I'm not saying this to be a kill joy. I'm saying it to be
realistic and to tell you how it is. I don't want you to
develop a satisfactory trend-trading methodology only to
see you throw it away following a dreadful losing streak of
10, 20 or 30 losing trades. It will happen. Don't think it
won't. The market's Mr Maximum Adversity will ensure it
does.

Remember, life as a trend trader is miserable. You'll always
be losing. It's repetitive and boring. You'll be placing the
same orders and entering the same trades over the same
portfolio of markets time and again. It's a constant wash



cycle of rinse and repeat. It's repetitive, it's boring and it's
painful. You'll constantly suffer drawdowns. Some quite
deeply. It's more mind numbing then mind stimulating.

However, despite its challenges, it is also profitable, and at
times, very profitable.

But only if you stick with it during the turbulent times.
Survive the turbulent times and you'll be around to enjoy
the good times.

You will need to employ appropriate money management.
You'll need to trade small relative to your risk capital. You
will need to ensure your risk-of-ruin (ROR) is at 0%. You
will need to ensure you're a good loser, both in never
moving your stops and never letting the losses get you
angry. You will need to suffer the bad times. You will need
to learn to endure the darkness that will inhibit your world
from time to time. Do all that and you will come out the
other end with a surprising result.

I hope that if you embark on this trend-trading journey that
you will remember these few words.

I hope you will remember them when you're in a deep dark
place that all trend traders inhabit. When it appears to be
the darkest, I hope you will remember that successful trend
trading is all about survival, avoiding risk of ruin, being a
good loser and following a good trade plan. I hope you'll
remember you're only trading for the opportunity to earn
expectancy, not immediate profit. That expectancy can only
accrue over a long period of time executing many, many
trades. It may take a whole year. It may take a couple of
years. This is because you don't know which market or
markets will decide to trend or when they'll decide to
trend. But if you can learn to ride and stay on the bumpy
equity curve you will be rewarded when a new equity high
is reached.



Are you still up for trend trading?

No? No worries and well done on being decisive, and
honest.

Yes? Well done and welcome to my painful world of trend
trading. I hope you enjoy the ideas I'm going to share with
you.

HOW TO MAKE MONEY TRADING

Now that I've got you quickly briefed and soberly onboard
(and remember to keep that buckle tight), let's cut to the
chase. You're reading this book for one reason only, and it's
the same reason why I'm writing this book. You want to
know how to make money trend trading.

Well I'm going to show you how.

But you'll need to stick with me as I progress through the
book. When you finish, you'll need to independently verify
and validate everything I say. It's no good me telling you
what works and what doesn't. It's up to you to tell yourself
by doing the work. Defy human nature and put the effort in.
Do that, execute correctly and you'll be rewarded.

Good luck.

Brent Penfold
Sydney, Australia



INTRODUCTION

This book has a dual objective.

A REALIST BOOK

Firstly, I hope it will become a popular book based on its
own merits. I hope in time it will become seen as a realistic
and honest voice on trend trading. And just like trend
trading, one that will stand the test of time.

A COMPANION BOOK

Secondly, I also hope this book will be seen as a necessary
and deserving companion to my previous book, UPST. A
natural extension and compliment to the universal
principles of successful trading that I extensively wrote
about in UPST.

THE MISSING CHAPTER

With UPST1 took a holistic approach to discussing the
process of trading that follows a number of immutable core
principles. Principles that are applicable to all traders
regardless of the market, instrument and timeframe,
technique or analysis they follow. Following a good process
of trading is primary to the secondary issues of markets,
instruments, timeframes, techniques and analysis.

Being a holistic-type book I spent little time on the most
interesting part of trading—the analysis and development
of trading strategies. I spent little to no time on dissecting
market structure, identifying appropriate setups and
applying sensible trading plans.



As a side-bar it still amazes me that UPST, a trading book
that basically doesn't discuss in detail market structure,
analysis, setup criterion, entry, stop and exit techniques
was so popular. In a nut shell, it doesn't dwell on the
interesting side of trading—the analysis, investigation,
development, reviewing and finalization of trading
strategies. No. The book concentrates on the dry aspects of
trading, the universal principles of successful trading.
Material that I personally cherish above all else, but
material nevertheless I know not to be particularly exciting.
From a material perspective, this book will be far more
interesting, not more important, but far more interesting
compared to UPST.

Now back to point.

UPST is a more holistic, theoretical type book. This book
will be a more practical, how-to guidebook on trend
trading. It will be a natural extension and compliement to
UPST, where I will attempt to take the principles I shared
regarding methodology and apply them in a practical
manner to investigate, review and develop a robust trend-
trading methodology.

Although I wrote extensively about ‘methodology’ in UPST,
I did not provide a practical turn-key strategy example to
demonstrate my ideas. This book will provide the practical
turn-key strategy example to do just that, to demonstrate
what I was saying. To give you an example of what I
discussed in UPST.

I suppose you could view this book as the missing
‘practical’ chapter of UPST that will provide an example of
an objective and independent trading methodology.

MY OBJECTIVE

As I've mentioned, my objective is to make this book:



