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Trade Execution Checklist

Step 1 - Pick a stock

Volume (1-2M/day)
Optionable (if trading options)
Open Interest (500+)
Volatility of 30-50%/year

AVOID:
Earnings
IPOs
Stagnant stocks
Irrational trading behavior

Step 2 - Analyze

Support & resistance
Moving Averages
Stochastics or other Oscillator

Which Direction?
Bullish
Bearish
Neutral

Step 3 - Choose a Strategy

Bullish
Buy Stock
Buy Call Options
Covered Calls
Other bullish strategy

Bearish
Sell Stock Short
Buy Put Options
Other Bearish Strategies

Step 4 - Exiting the Trade (for Profit)

Method 1 (Trade to Target):
Identify expected target using support & resistance or Fib projections
When you reach target, close the trade

Method 2 (Reversal signals):
Hold the trade until you see reversal warnings (candlesticks, patterns etc)
At that time close the trade, or tighten stop to previous day’s low

Method 3 (Trailing stop):
Set a trailing stop 2x average true range (ATR)
Hold the trade until it stops out using this method

MONEY MANAGEMENT
Position sizing

Do not tie up more than 10-15% of your account with 
any one trade.
Do not risk more than 5% of account on 1 trade (risk 
here = actual loss.  Entry price - exit price should not be 
more than 5%)

Minimize Losses:
Set a stop or alert at the price you plan to exit
Manage your reward:risk ratio to be at least $2.00 profit 
for ever $1.00 loss. 
Do not adjust stops to increase risk, only to reduce risk
Do not be afraid to take the loss and move on
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